


NEWHOUSE & VOGLER 
Certified Public Accountants 

237 E. Fireweed Lane, Suite 200 
Anchorage, Alaska 99503 
(907) 258-7 555 
(907) 258-7 582 Fax 

January 12, 2015 

Honorable Mayor and Borough Assembly 
Aleutians East Borough 
King Cove, Alaska 

Ladies and Gentlemen: 

We have audited the financial statements of Aleutians East Borough as of June 30, 2014, and have 
issued our report thereon dated January 12, 2015. Under professional standards require that we 
provide you with the following information related to our audit. 

Our Responsibility under Generally Accepted Auditing Standards and Government Auditing 
Standards 
As communicated in our engagement letter dated August 6, 2014, our responsibility, as described 
by professional standards , is to plan and perform our audit to form and express an opinion(s) about 
whether the financial statements that have been prepared by management with your oversight are 
presented fairly , in all material respects , in conformity with accounting principles generally accepted 
in the United States of America. Our audit of the financial statements does not relieve you or 
management of your respective responsibilities . 

Our responsibility , as prescribed by professional standards, is to plan and perform our audit to 
obtain reasonable , rather than absolute, assurance about whether the financial statements are free 
of material misstatement. An audit of financial statements includes consideration of internal control 
over financial reporting as a basis for designing audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's 
internal control over financial reporting . Accordingly, as part of our audit, we considered the internal 
control of Aleutians East Borough solely for the purpose of determining our audit procedures and 
not to provide any assurance concerning such internal control. 

We are also responsible for communicating significant matters related to the audit that are, in our 
professional judgment, relevant to your responsibilities in overseeing the financial reporting 
process. However, we are not required to design procedures for the purpose of identifying other 
matters to communicate to you . 

We have provided our findings regarding significant control deficiencies over financial reporting and 
material noncompliance, and other matters noted during our audit in a separate letter to you dated 
January 12, 2015. 

Planned Scope and Timing of the Audit 
We conducted our audit consistent with the planned scope and timing we previously communicated 
to you. 
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Honorable Mayor and Borough Assembly 
Aleutians East Borough 

Accounting Policies 
Significant Accounting Policies 
The significant accounting policies used by the Borough are described in note 1 to the financial 
statements. There were no changes in accounting policies during the year. There have been no 
initial selection of accounting policies and no changes in significant accounting policies or their 
application during 2014. No matters have come to our attention that would require us, under 
professional standards, to inform you about (1) the methods used to account for significant unusual 
transactions and (2) the effect of significant accounting policies in controversial or emerging areas 
for which there is a lack of authoritative guidance or consensus. 

Unusual Transactions 
We noted no transactions entered into by the Borough during the year ended that were both 
significant and unusual, and of which , under professional standards, we are required to inform you , 
or transactions for wh ich there is a lack of authoritative guidance or consensus. 

Management Judgments and Accounting Estimates 
The preparation of the financial statements requires management of the Borough to make a number 
of estimates and assumptions relating to the reported amounts of assets and liabilities and the 
disclosure of contingent assets and liabilities as the date of the financial statements and reported 
amounts of revenues and expenses during the period . 

We reviewed management's estimate of the depreciable lives of furniture, equipment, and 
leasehold improvements determined that amounts recorded were reasonable in relation to the 
financial statements of the Borough taken as a whole. 

Audit Adjustments and Uncorrected Misstatements 
Audit adjustments 
Proposed audit adjustments and uncorrected misstatements were immaterial to the financial 
statements . There were adjustments proposed by the auditor to true up accrued vacation, properly 
state accounts payable, and properly record investment in Southwest Governments, LLC. All other 
journal entries were proposed by the client during fieldwork. 

Disagreements with Management 
For purposes of this letter, professional standards define a disagreement with management as a 
matter, whether or not resolved to our satisfaction , concerning a financial accounting, reporting , or 
auditing matter, which could be significant to Aleutians East Borough's financial statements or the 
auditor's report . No such disagreements arose during the course of the audit. 

Representations Requested from Management 
We have requested certain written representations from management, which are included in the 
attached letter dated January 12, 2015. 

Consultation with Other Accountants 
In some cases, management may decide to consult with other accountants about auditing and 
accounting matters. Management informed us that, and to our knowledge, there were no 
consultations with other accountants regarding auditing and accounting matters. 

Difficulties Encountered in Performing the Audit 
We encountered no significant difficulties in dealing with management in performing our audit. 
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Honorable Mayor and Borough Assembly 
Aleutians East Borough 

Material Written Communication 
Copies of the Management Representation Letter have been provided to management. 

******* 

This information is presented sole ly for the use of the Assembly members and management and is 
not intended to be and should not be used by anyone other than these specified parties. 

Anchorage, Alaska 
January 12, 2015 

~~fl~ 
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NEWHOUSE & VOGLER 
Certified Public Accountants 

237 E. Fireweed Lane, Suite 200 
Anchorage, Alaska 99503 
(907) 258-7555 
(907) 258-7582 Fax 

Independent Auditor's Report 

Honorable Mayor and Borough Assembly 
The Aleutians East Borough 
King Cove , Alaska 

Ladies and Gentlemen: 

Report on the Financial Statements 
We have audited the accompanying financial statements of the governmental activities , the 
business-type activities , the aggregate discretely presented component units, each major fund , and 
the aggregate remaining fund information of Aleutians East Borough, as of and for the year ended 
June 30, 2014, and the related notes to the financia l statements , which col lectively comprise 
Aleutians East Borough 's basic financial statements as listed in the table of contents. 

Management's Responsibility for the Financial Statements 
Aleutians East Borough's management is responsible for the preparation and fair presentation of 
these financial statements in accordance with accounting principles generally accepted in the 
United States of America ; th is includes the design, implementation , and maintenance of internal 
control relevant to the preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error. 

Auditor's Responsibility 
Our responsibility is to express opinions on these financial statements based on our audit . We did 
not audit the financial statements of the discretely presented component unit of the Aleutians East 
Borough School District. Those financial statements were audited by other auditors whose report 
thereon has been furnished to us, and our opinion , insofar as it relates to the amounts included for 
Aleutians East Borough School District is based solely on the report of the other auditors. We 
conducted our audit in accordance with auditing standards generally accepted in the United States 
of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. Those standards require that 
we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement. 

An audit involves performing procedures to obta in audit evidence about the amounts and 
disclosures in the financia l statements . The procedures selected depend on the auditor's judgment, 
including the assessment of the risks of material misstatement of the financial statements, whether 
due to fraud or error. In making those risk assessments, the auditor considers internal control 
relevant to the entity's preparation and fair presentation of the financial statements in order to 
design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity's internal contro l. Accordingly, we express 
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used 
and the reasonableness of significant accounting estimates made by management, as well as 
evaluating the overall presentation of the fi nancial statements. 
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Honorable Mayor and Borough Assembly 
The Aleutians East Borough 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinions. 

Opinions 
In our opinions, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, the business-type activities, the 
aggregate discretely presented component units, each major fund, and the aggregate remaining 
fund information of Aleutians East Borough , as of June 30, 2014, and the respective changes in 
financial position and , where applicable, cash flows thereof for the year then ended in accordance 
with accounting principles generally accepted in the United States of America. 

Other Matters 
Required Supplementary Information 
Accounting principles generally accepted in the United States of America require that the 
management's discussion and analysis and budgetary comparison information on pages 4 through 
12 and 19 through 21 be presented to supplement the basic financial statements. Such 
information, although not part of the basic financial statements, is required by the Governmental 
Accounting Standards Board, who considers it to be an essential part of financial reporting for 
placing the basic financia l statements in an appropriate operational , economic, or historical context. 
We have applied certain limited procedures to the required supplementary information in 
accordance with auditing standards generally accepted in the United States of America, which 
consisted of inquiries of management about the methods of preparing the information and 
comparing the information for consistency with management's responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial 
statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide 
any assurance. 

Other Information 
Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise The Aleutians East Borough's basic financial statements. The combining and 
individual non-major fund financial statements, and the Schedule of Expenditures of Federal 
Awards, as required by the Office of Management and Budget Circular A-133, Audits of States, 
Local Governments and Non-Profit Organizations, are presented for purposes of additional analysis 
and are not part of the basic financial statements. The accompanying schedule of State financial 
assistance is presented for purposes of additional analysis as required by State of Alaska Audit 
Guide and Compliance Supplement for State Single Audits and is also not a required part of the 
financial statements. 

The combining and individual nonmajor fund financial statements, Schedule of Expenditures of 
Federal Awards, and the Schedule of Expenditures of State Awards are the responsibility of 
management and were derived from and relate directly to the underlying accounting and other 
records used to prepare the financial statements. The information has been subjected to the 
auditing procedures applied in the audit of the financial statements and certain additional records 
used to prepare the financial statements or to the financial statements themselves, and other 
additional procedures in accordance with auditing standards generally accepted in the United 
States of America. In our opinion, the information is fairly stated in all material respects in relation 
to the financial statements as a whole. 

2 



Honorable Mayor and Borough Assembly 
The Aleutians East Borough 

Other Reporting Required by Government Auditing Standard 
In accordance with Government Aud iting Standards, we have also issued our report dated January 
12, 2015 on our consideration of Aleutians East Borough 's internal control over financial reporting 
and on our tests of its compl iance with certain provisions of laws, regulations, contracts, and grant 
agreements and other matters. The purpose of that report is to describe the scope of our testing of 
internal control over financial reporting and compliance and the results of that testing , and not to 
provide an opinion on internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in 
considering Aleutians East Borough's internal control over financial reporting and compliance. 

Anchorage, Alaska J"?u-~ '~ / ~ 
January 12, 2015 
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THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Management's Discussion and Analysis 

Year Ended June 30, 2014 

As the management of The Aleutians East Borough, we offer readers of The Aleutians East 
Borough's financial statements this narrative overview and analysis of the financial activities of The 
Aleutians East Borough for the fiscal year ended June 30, 2014. We encourage readers to read the 
information presented here in conjunction with additional information we have furnished in the 
Borough's financial statements which follow this narrative . 

FINANCIAL HIGHLIGHTS 

• Assets of The Aleutians East Borough exceeded liabilities at the close of the fiscal year by 
$107,223,244 (net position). 

• The Government's total net position increased by $3,414, 109, primarily due to government 
activity, capitalization of capital expenses in the government-wide financial statements and gain 
on investments. 

• Governmental funds reported combined ending fund balances of $59,252,536, an increase of 
$4, 138,672 in comparison with the prior year. 

• At the end of the current fiscal year, unassigned fund balance for the general fund was 
$9,497, 703, or 100 percent of total general fund expenditures for the fiscal year. 

OVERVIEW OF THE FINANCIAL STATEMENTS 

This discussion and analysis is intended to serve as an introduction to The Aleutians East 
Borough's basic financial statements. The Borough's basic financial statements consist of three 
components: 1) government-wide financial statements, 2) fund financial statements, and 3) notes 
to the financial statements (see Figure 1 ). The basic financial statements present two different 
views of the Borough through use of government-wide statements and fund financial statements. In 
addition to the basic financial statements, this report contains other supplemental information that 
will enhance the reader's understanding of the financial condition of The Aleutians East Borough. 
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THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Management's Discussion and Analysis, continued 

OVERVIEW OF THE FINANCIAL STATEMENTS, continued 
Required Components of Annual Financial Report 

Figure 1 

Management's Basic Financial 
Discussion and Analysis Statements 

I 
Government-wide Fund Financial Notes to the Financial 

Financial Statements Statements Statements 

Summary Detail 

Basic Financial Statements 
The first two statements (Exhibits A-1 and A-2} in the basic financial statements are government­
wide financial statements. They provide both short- and long-term information about the Borough's 
financial status. 

The next statements (Exhibits B-1 through B-5) are fund financial statements. These statements 
focus on activities of the individual parts of the Borough's government. These statements provide 
more detail than government-wide statements. There are two parts to fund financial statements: 
governmental funds statements and budgetary comparison statements. 

The next section of the basic financial statements is notes. Notes to the financial statements 
explain in detail some of the data contained in those statements. After the notes, supplemental 
information is provided to show details about the Borough's individual funds. Budgetary information 
can also be found in this part of the statements. 

Government-wide Financial Statements 
Government-wide financial statements are designed to provide the reader with a broad overview of 
the Borough's finances, similar in format to a financia l statement of a private-sector business. The 
government-wide statements provide short- and long-term information about the Borough's financial 
status as a whole. 

The two government-wide statements report the Borough's net position and how they have 
changed . Net position is the difference between the Borough's total assets and total liabilities. 
Measuring net position is one way to gauge the Borough's financia l condition. 
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THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Management's Discussion and Analysis, continued 

OVERVIEW OF THE FINANCIAL STATEMENTS, continued 
Government-wide Financial Statements, continued 
Government-wide statements are divided into two categories: governmental activities and 
component units. Governmental activities include the Borough's basic services such as natural 
resource management, capital projects management, and general administration. State and federal 
grant funds finance most of these activities. The component unit includes the Aleutians East 
Borough School District. The District's activities include Instruction, Support Services, Student 
Transportation, and Food Services, among others. These activities are supported by local, State, 
and federal financial aid . 

Government-wide financial statements are Exhibits A-1 and A-2 of this report. 

Fund Financial Statements 
Fund financial statements (see Figure 2) provide a more detailed look at the Borough's most 
significant activities. A fund is a grouping of related accounts used to maintain control over 
resources that have been segregated for specific activities or objectives. All funds of The Aleutians 
East Borough are included within one broad category: governmental funds. 

The Aleutians East Borough's Net Position 
Figure 2 

Current and other assets 
Capital assets 

Total assets 

Liabilities 

Net position: 
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Net investment in capital assets 
Reserved: 

Forward funding 
Construction 
Permanent fund 

Unreserved: 
Designated for major maintenance 
Undesignated 

Total net position 

2014 

$ 54,057,206 
86,845,901 

$ 140,903, 107 

$ 33,679,863 

$ 56,369,849 

8,449,389 
4,506,811 

37,328,823 

57,097 
511,275 

107,223,244 

$ 140,903,107 

2013 

52,783,303 
86,110,361 

138,893,664 

35,084,529 

54,500,361 

9,121,404 
6,768,879 

32,397,354 

410,876 
610,261 

103,809, 135 

138,893,664 



THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Management's Discussion and Analysis, continued 

OVERVIEW OF THE FINANCIAL STATEMENTS, continued 
Fund Financial Statements, continued 
Governmental Funds - Governmental funds are used to account for those functions reported as 
governmental activities in the government-wide financial statements. Most of the Borough's basic 
services are accounted for in governmental funds. These funds focus on how assets can readily be 
converted into cash flow in and out and what monies are left at year end that will be available for 
spending in the next year. Governmental funds are reported using an accounting method called 
modified accrual accounting which provides a short-term spending focus. As a result, governmental 
fund financial statements give the reader a detailed short-term view that helps him or her determine 
if there are more or less financial resources available to finance the Borough's programs. The 
relationship between government activities (reported in the statement of net position and statement 
of activities) and governmental funds is described in a reconciliation that is part of the fund financial 
statements. 

The Aleutians East Borough adopts an annual budget for its general fund . The budget is a legally 
adopted document that incorporates input from the management of the Borough and decisions of 
the Assembly about which services to provide and how to pay for them. It also authorizes the 
Borough to obtain funds from identified sources to finance these current-period activities. The 
budgetary statement provided for the general fund demonstrates how well the Borough complied 
with the budget and whether or not the Borough succeeded in providing services as planned when 
the budget was adopted. The budgetary comparison statement uses the budgetary basis of 
accounting and is presented using the same format, language, and classifications as the legal 
budget document. The statement shows four columns: 1) the original budget as adopted by the 
Assembly; 2) the final budget as amended by the Assembly; 3) actual resources, charges to 
appropriations, and ending balances in the general fund ; and 4) the difference or variance between 
the final budget and actual resources and charges. To account for the difference between the 
budgetary basis of accounting and modified accrual basis, a reconcil iation showing differences in 
reported activities is shown at the end of the budgetary statement. 

Notes to the Financial Statements 
The notes provide additional information that is essential to a full understanding of data provided in 
the government-wide and fund financial statements. Notes to the financial statements are on 
pages 26 through 40 of this report. 
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THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Management's Discussion and Analysis, continued 

GOVERNMENT-WIDE FINANCIAL ANALYSIS 

The government-wide financial statements for the fiscal year ended June 30, 2014, are the 
beginning of a new era in financial reporting for The Aleutians East Borough and many other units 
of government across the United States. Prior to this year, The Aleutians East Borough maintained 
its governmental and proprietary fund groups as two separate and very distinct types of accounting 
without any type of consolidated statement that accurately reflected operations and net position of 
the government as a whole. There was a total column that appeared on the financial statements, 
but it was a memorandum total only. No attempt was made to adjust statements in such a way that 
the total column would represent the overall financial condition of The Aleutians East Borough. 
These statements were basically the equivalent of fund financial statements that appear in this 
report with fiduciary funds and two account groups, long-term debt, and general fixed assets added 
in . 

Changes in the financial statement reporting model are mandated by GASS. GASS 34 dictated the 
changes you see in The Aleutians East Borough's financial reports as well as those of many other 
units of government. While The Aleutians East Borough was required to implement these changes 
for the fiscal year ended June 30, 2004, other units were required to implement Statement 34 in 
2002. 

As noted earlier, net position may serve over time as one useful indicator of a government's 
financial condition. Assets of The Aleutians East Borough exceeded liabilities by $107,223,244 as 
of June 30, 2014. The Borough's net position increased by $3,414, 109 for the fiscal year ended 
June 30, 2014. However, the largest portion reflects the Borough's investment in capital assets 
(e .g., land, buildings, machinery, equipment, and infrastructure) less any related debt still 
outstanding that was issued to acquire those items. The Aleutians East Borough uses these capital 
assets to provide services; consequently, these assets are not available for future spending. 
Although The Aleutians East Borough's investment in its capital assets is reported net of any 
outstanding related debt, resources needed to repay that debt must be provided by other sources, 
since capital assets cannot be used to liquidate these liabilities. 

Governmental Activities 
Governmental activities increased the Borough's net position by $6,328,520, thereby accounting for 
100 percent of total increase in net position of The Aleutians East Borough (see Figure 3). Key 
elements of this increase are as follows : 

• Capital ization of assets 
• Principal payments on d~bt 
• Investment revenues increased 
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THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Management's Discussion and Analysis, continued 

GOVERNMENT-WIDE FINANCIAL ANALYSIS, continued 
Governmental Activities, continued 

Revenues: 
Program: 

The Aleutians East Borough Changes in Net Position 
Figure 3 

Charges for services 
Operating grants and contributions 
Capital grants and contributions 

General: 
Unrestricted investment earnings 
Restricted investment earnings 
Miscellaneous 

Total revenues 

Expenses: 
General fund 
Bond construction 
Trust fund 
Debt service 
Maintenace reserve 
Capital improvements 

Total expenses 

Increase in net position 

Net position, beginning of year 

Net position, end of year 

FINANCIAL ANALYSIS OF THE BOROUGH'S FUNDS 

$ 4,073,343 
4,301,492 

234,010 

11 ,663 
5,000 ,791 

165,456 

13,786,755 

5,479,856 
351 ,346 

38,792 
1,377,051 

172,401 
38,789 

7,458,235 

6 ,328,520 

94,525,333 

$ 100,853,853 

As noted earlier, The Aleutians East Borough uses fund accounting to ensure and demonstrate 
compliance with finance-related legal requirements. 

Governmental Funds 
The focus of The Aleutians East Borough's governmental funds is to provide information on near­
term inflows, outflows, and balances of usable resources. Such information is useful in assessing 
The Aleutians East Borough's financing requirements. Specifically, the unassigned fund balance 
can be a useful measure of a government's net resources available for spending at the end of the 
fiscal year. 

Governmental funds are accounted for using the modified accrual basis of accounting. All 
governmental funds have total revenues of $13,786,755 and expenditures of $9,648,083. The net 
change in fund balances after transfers was an increase of $4, 138,672. 

At June 30, 2014, governmental funds of The Aleutians East Borough reported a combined fund 
balance of $59,252,536, an 8 percent increase over last year. 

9 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
ti 

I 
I 
I 
I 
I 
I 
I 

THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Management's Discussion and Analysis, continued 

FINANCIAL ANALYSIS OF THE BOROUGH'S FUNDS, continued 

Budgetary Highlights 
General fund budgets are prepared according to Alaska law and are based on a modified accrual 
basis of accounting. The most significant budgeted fund is the general fund . 

Actual revenues in the general fund were $997, 185 more than anticipated. This variance was 
related primarily to the Borough raw fish taxes and other revenue in the general fund. 

Actual expenditures in the general fund were $1 4,060 more than anticipated . This variance was 
related primarily to the PERS on behalf expenses. 

Actua l revenues in capital improvements were $1,011 ,067 less than anticipated . This variance was 
related primarily to the decrease in federal and state revenue within this fund. 

Actual expenditures in capita l improvements were $895,265 less than anticipated. This variance 
was due to the decrease in activity within this fund . 

Actual revenues in the trust fund were $4,620,261 greater than anticipated . This variance was due 
to investments performing better than anticipated. 

Actual expenditures in the trust fund were $3,792 more than anticipated . This variance was due to 
an increase in investment management fees within this fund . 

Actual expenditures in the debt service fund were $1 ,004,618 greater than anticipated . This 
variance was due to the increase in principle and interest expense within this fund. 

Actual revenues in the bond construction fund were $4,902,259 less than anticipated. This 
variance was due to a decrease in other revenue. 

Actual expenditures in the trust fund were $2,640, 191 less than anticipated. This variance was due 
to less capital outlays than expected . 

CAPITAL ASSET AND DEBT ADMINISTRATION 

Capital Assets 
The Aleutians East Borough's investment in capital assets for its governmental and business-type 
activities as of June 30, 2014 totals $86,845,901 (net of accumulated depreciation; see Figure 4). 
These assets include build ings, land, machinery and equipment, vehicles, and infrastructure. 

Major capital asset transactions during the year include the following additions: 

• Construction in process additions totaled $2,321,020. 
• Buildings and improvements additions totaled $215, 198. 
• Furniture and equipment additions totaled $602,624 
• Vehicles and equipment additions totaled $12,693. 
• Total depreciation of $2,415,995 

10 



THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Management's Discussion and Analysis, continued 

CAPITAL ASSET AND DEBT ADMINISTRATION, continued 
Capital Assets , continued 

The Aleutians East Borough 's Capital Assets 
Figure 4 

CaEital Assets, DeEreciated 

Capital 

Assets, Not Furniture 

Depreciated · Infra- and 

Land Buildings structure ~menl Vehicles 

Primary government -

Governmental activities: 

Balance. June 30, 2013 $ 5.323.074 45. 161.416 20,622,483 717,420 169,651 

Increases 215, 198 12,921 12,693 

Decreases 

Balance, June 30, 2014 5,323,074 45,376,614 20,622,483 730,341 182,344 

Accum ulaled depreciation -

Balance. June 30, 2014 (36,541, 156) (12,207,527) (644 ,489) (166,437) 

Capital assets, net 5,323.074 8,835,458 8,414,956 85,852 15,907 

Business-type activities: 

Balance, June 30. 2013 7,403 ,571 10,910,495 

Increases 589, 703 

Balance, June 30, 2014 7,403 ,571 11 ,500, 198 

Accumulated depreciation -

Balance, June 30, 2014 (1, 383 ' 299) (2, 714,293) 

Capital assets, net 6,020,272 8.785,905 

Total Governmental activities: 5,323,074 14,855,730 ~956 8,871 , 757 15,907 

Component units: 

Balance. June 30, 2013 802,896 

Increases 

Decreases 

Balance, June 30, 2014 802,896 

Accumulated depreciation -

Balance, June 30, 2014 (565,636) 

Capita/ assets, net $ 237,260 

Access 

lnfastructure Road 

Construction Construction 

in Process in Process 

14,365,540 32,677 ,917 

2,321,020 

16,686,560 32,677,917 

16,686,560 32.677.917 

16,686,560 32,677,917 

Totals 

119,037,501 

2,561,832 

121,599,333 

(49,559,609) 

72,039,724 

18,314,066 

589, 703 

18,903,769 

(4 ,097,592) 

14,806, 177 

86,845,901 

802,896 

802,896 

!565,636) 

237.260 

Additional information on the Borough's capital assets can be found in the notes to the basic 
financial statements. 
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THE ALEUTIANS EASTBOROUGH 
King Cove, Alaska 

Management's Discussion and Analysis, continued 

CAPITAL ASSET AND DEBT ADMINISTRATION, continued 
Long-term Debt 
As of June 30, 2014, The Aleutians East Borough had the following outstanding debt: 

Bonds payable at July 1, 2013 
Principal payments 

Bonds payable at June 30, 2014 

$ 31 ,610,000 
(1,225,000) 

$ 30,385,000 

Additional information on the Borough 's outstanding debt can be found in the notes to the basic 
financial statements. 

REQU ESTS FOR INFORMATION 

This report is designed to provide an overview of the Borough's finances for those with an interest 
in this area . Questions concerning any of the information found in this report or requests for 
additional information should be directed to Director of Finance, The Aleutians East Borough, 
PO Box 49, King Cove, AK 99612. 

12 



I 
THE ALEUTIANS EAST BOROUGH ExhibitA-1 

King Cove, Alaska I 
Government-wide Statement Net Position 

June 30, 2014 I 
Primary 

Governmental Business-type Component I Activities Activities Total Unit 
Assets 
Cash and cash equivalents $ 300 300 
Equity in central treasury 52,098,289 52,098,289 2,366,427 I Investment in Southwest Governments, LLC 407,286 407,286 
Deposits 26,077 26,077 
Prepaids - 160,006 
Due from primary government I Inventory - - 64,503 

Receivables, net: 
State of Alaska 468,794 468,794 I Federal 22,360 22,360 
School 72,656 - 72,656 
Accrued interest 100,206 100,206 
Other 558,308 302,930 861 ,238 76,582 I Total receivables 1,222,324 302,930 1,525,254 76,582 

Internal balances 8,667,872 (8,667,872) 
------

I Capital assets : 
Land and construction in progress 54,687,551 - 54,687,551 
Other capital assets , net of depreciation 17,352, 173 14,806,177 32,1 58,350 237,260 

Tota l capital assets 72,039,724 14,806,177 86,845,901 237,260 I 
$134,435,795 6,467,312 140,903,107 2,904,778 

Liabilities I 
Accounts payable $ 650,262 97,921 748,1 83 28,022 
Accrued payroll and taxes - - 416,001 

I Accrued vacation 53,407 - 53,407 38,035 
Unearned revenue 545,601 545,601 7,841 
Due to component unit 1,947,672 1,947,672 
Due to primary government - - 108,656 
Debt payable 30,385,000 30,385,000 I Total liabilities 33,581,942 97,921 33,679,863 598,555 

Net Position I Net investment in capital assets 41,654,724 14,715,125 56,369,849 237,260 
Reserved: 

Forward funding 8,449,389 - 8,449,389 

I Construction 4,506,811 4,506,811 
Permanent fund 37,328,823 37,328,823 
Other - 2,068,963 

Unreserved: 

I Designated for major maintenance 57,097 57,097 
Undesignated 8,857,009 (8,345,734) 511,275 

Total net position 100,853,853 6,369,391 107,223,244 2,306,223 

$134,435,795 6,467,312 140,903,107 2,904,778 I 
See accompanying notes to financial statements . 
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Exhibit A-2 

Funclions/Programs 

Primary governmental activities: 
General Fund 
Bond construction 
Trust fund 
Debt service 
Maintenance reserve 
Capital improvements 

Total primary 
governmental activities 

Business-type activity -
Hovercraft & Terminal 

Total primary government 

Component unit - Aleutians 

Expenses 

$ 5,479,856 
351 ,346 

38,792 
1 ,377 ,051 

172,401 
38,789 

7 ,458,235 

3,696,783 

11 ,155,018 

East Borough School District $ 9,631 ,043 

General revenues: 
Unrestricted investment earnings 
Restricted investment earnings 
Local contributions 
State grants and entitlements 
Federal sources 
Miscellaneous 

Total general revenues 

Change in net position 

Net position, beginning of year 

Net position, end of year 

1'4 

THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Government-wide Statement of Activities 

Year Ended June 30, 2014 

Charges for 
Services 

4,073,343 

4,073,343 

782,372 

4,855,715 

115,773 

Program Revenues 

Operating 
Grants and 

Contributions 

4,301 ,492 

4,301,492 

4,301 ,492 

543,240 

Capital 
Grants and 

Contributions 

234,01 0 

234,010 

234,010 

Primary 

Net Revenue (Expense) 
and Changes in Net Position 

Primary 
Governmental Business-type Component 

Activities Activities ~ 

2,894,979 
(117,336) 

(38,792) 
(1 ,377,051 ) 

(172,401 ) 

(38 ,789) ----

1, 150,610 

(2,914 ,411 ) 

1I150,610 (2,914,411 ) 

(8,972,030) 

Governmental Business-type Component 
Unit Activities Activities Total 

$ 11 ,663 11,663 
5,000,791 5,000,791 

1,609,324 
6,046,889 
1,568, 152 

165,456 165,456 80,584 

5 177 910 5,177,910 9,304,949 

6,328,520 (2,914,411) 3,414, 109 332,91 9 

94,525,333 g,283,802 103,809, 135 ~304 

~_jQ0,853,853 61369,391 -1.QI.223,244 2,306,223 

See accompanying notes to financial statements. 



I 
THE ALEUTIANS EAST BOROUGH Exhibit B-1 

King Cove, Alaska 

I Governmental Funds 

Combining Balance Sheet 

I June 30, 2014 

Major Funds Total I Capital Trust Debt Bond Nonmajor Governmental 
General ..!!!l.Erovements Fund Service Construction Funds Funds 

Assets 
Cash and cash equivalents $ 300 - 300 I Equity in central treasury 6,037,465 1,298,709 37,752,800 7,009,315 52 ,098,289 
Investment in Southwest 

Governments, LLC 407,286 407,286 ---
Receivables, net: I State of Alaska 468,794 - 468,794 

Federal 22,360 - 22,360 
School 38,835 33,821 72,656 

I Accrued interest 1,508 - 93,252 5,446 100,206 
Other 549,906 8.402 - 558,308 ---

Total receivables 1,059,043 30,762 93,252 5,446 33,821 1,222,324 

Due from other funds 13.369.018 - 75,123 368.240 13,812,381 I 
$ 20.465,826 1,329,471 38.253,338 75,123 71014,761 402,061 67.540,580 

Liabilities and I 
Fund Balances 

Liabilities: 
Accounts payable $ 25,461 - 560,607 64 , 194 650,262 I Unearned revenue 545,601 - 545,601 
Due to component unit 1,947,672 1,947,672 
Due to other funds 1,991,881 924,515 2,228, 113 - 5,144,509 ---

Total liabllities 2,518,734 1,991 ,881 924,515 - 2,788,720 64 ,194 8,288,044 I Fund balances : 
Committed: 

Forward funding 8,449 ,389 8.449,389 

I Construction - - 4,226,041 280,770 4,506,811 
Pennanent fund - 37,328,823 - - 37,328,823 

Assigned: 
Designated for 

I major maintenance - - - 57,097 57,097 
Unassigned 9,497,703 (662,410) 75.123 - 8,910,416 

Total fund balances 
(deficits) 17.947,092 (662,410) 37.328.823 75,123 4,226,041 337,867 59.252,536 

I $ 20,465,826 1,329,471 38,253,338 75.123 _ _J,014,761 4Q2,061 67,!j4Q.580 

I 
I 

See accompanying notes to financial statements. I 
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Exhibit B-2 THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

16 

Governmental Funds 

Reconciliation of Fund Balance to Net Position 

Year Ended June 30, 2014 

Amounts reported for governmental activities in the statement of 
net position are different because: 

Total fund balances - Total governmental funds 

Capital assets used in governmental activities are not 
financial resources and, therefore , are not reported 
in the funds. 

General long-term debt is not due and payable in the current 
period and , therefore , is not reported in the funds. 

Compensated absences 

Net position of governmental activities 

See accompanying notes to financial statements. 

$ 59,252 ,536 

72,039,724 

(30,385,000) 

(53,407) 

$ 100,853,853 



I 
THE ALEUTIANS EAST BOROUGH Exhibtt B-3 

King Cove, Alaska I Governmental Funds 

Combining Statement of Revenues, Expenditures, 

I and Changes In Fund Balance 

Year Ended June 30, 2014 

Major Funds Total I 
General Capital Trust Debt Bond Nonmajor Governmental 

Fund l m~rovements Fund Service Construction Funds Funds 

Revenues: I Federal government $ 512,818 234,010 - 746,828 
State of Alaska 3,788,674 - 3,788,674 
Borough raw fish tax 4,073 ,343 4,073,343 
Investment income 11,663 1,534 4,967,319 31 ,938 5,012,454 I Other 62 ,891 2,942 65 ,803 33,820 165.456 

Total revenues 8,449,389 235 ,544 4,970,261 97 ,741 33,820 13,786,755 

Expenditures: I Current: 
Mayor's office 263,797 - 263,797 
Assembly 150,415 150,415 
Clerk and planning 

I management 179,773 - 179,773 
Administration 379,635 379,635 
Finance 263,782 - 263,782 
Resource department 475,504 475,504 

I Public works 117,319 117,319 
Special assistant 106,595 - 106,595 
Other 1,971 ,666 1,971,666 

Capital outlays - 351,346 2,359,809 387 ,599 3,098,754 
Principle 1,225,000 1,225,000 I Interest 1,377,051 1,377,051 
Trust fund 38,792 38,792 

Total expenditures 3,908,486 351 ,346 38,792 2,602,051 2,359,809 387,599 9,648,083 

Excess of revenues over I (under) expenditures 4,540,903 (1 15.802) 4,931.469 (2,602,051) (2,262,068) (353, 779) 4,138,672 

Other financing sources (uses): 

I Transfers from other funds - - 2,602,051 2,602,051 
Transfers to other funds (2 ,602,051) (2,602,051) 

Total other financing 
sources (uses) (2,602,051 ) 2,602 ,051 

I Net change in fund balances 1,938,852 (115,802) 4,931,469 (2,262,068) (353 ,779) 4 ,138,672 

Fund balances (deficit), 

I beginning of year 16,008,240 (546,608) 32,397,354 75.123 6,488, 109 691 ,646 55, 113,864 

Fund balances (deficit), 
end of year $ 17,947,092 (662.410) 37 ,328,823 75,1 23 4,226,041 337,867 59,252,536 

I 
I 

See accompanying notes to financial statements. 
I 
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Exhibit 8-4 THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Governmental Funds 

Reconciliation of the Statement of Revenues, Expenditures, and 
Changes in Fund Balance to the Statement of Activities 

Year Ended June 30, 2014 

Amounts reported for governmental activities in the statement of activities are different because: 

18 

Net changes in fund balances - Total governmental funds 

Governmental funds report capital outlays as expenditures; 
however, in the statement of activities , the cost of those 
assets is allocated over their estimated useful lives and 
reported as depreciation expense. This is the amount by 
which capitalized outlays of $2,561 ,832 exceeded 
depreciation of $1 ,616,239 in the current period 

Bond proceeds provide current financial resources to governmental 
funds, but issuing debt increases long-term liabilities in the statement 
of net position. Repayment of bond principa l is an expenditure in the 
governmental funds, but the repayment reduces long-term liabilities 
in the statement of net position. This amount represent principal 
payments on long-term liabilities. 

Governmental funds report compensated absences when taken; however, in 
the statement of activities, the cost of absences are expensed when earned. 

The amount of compensated absences earned and outstanding at the 

end of the year increased by this amount. 

Total changes in net position of governmental activities 

See accompanying notes to financial statements. 

$ 4,1 38,672 

945,593 

1,225,000 

19,255 

$ 6,328,520 



THE ALEUTIANS EAST BOROUGH E.>chibitB-5 I 
King Cove, Alaska 

General Fund and Annually Budgeted Special Revenue Funds 

Statement of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual I 
Year Ended June 30, 2014 

General Fund Ca2ital lm2rovements 
I 

Variance with Variance with 

Final Budget - Final Budget -
Actual Favorable Actual Favorable 

Original Final Amounts (Unfavorable) Original/Final Amounts (Unfavorable) 
I 

Revenues: 
Federal government $ 559,000 559,000 512,818 (46 ,182) 1,246,611 234,010 (1 ,012,601 ) 
State of Alaska 3,614,169 3,614, 169 3,788,674 174,505 
Borough raw fi sh tax 3,200,779 3,200,779 4,073,343 872,564 I 
Investment income 35,000 35,000 11,663 (23,337) 1,534 1,534 
Other 43,256 43,256 62,891 19 ,635 

Total revenues 7,452,204 7,452,204 8,449,389 997,185 1,246,611 235,544 (1,011,067) I 
Expenditures: 

Current: 
Mayor's office 260,707 265,707 263,797 1,910 
Assembly 126,000 135,700 150,415 (14,715) 
Clerk and planning I 

management 186,867 192,567 179,773 12,794 
Administration 323,522 333,802 379,635 (45 ,833) 
Finance 240,528 254,363 263,782 (9 ,419) 
Resource department 507,593 473 ,593 475,504 (1 ,911 ) I 
Public works 128,740 126,440 117,319 9,121 
Special assistant 128,879 120,379 106,595 13,784 
Other 1,970,345 1,991,875 1,971,666 20,209 

Capital outlay 1,246,61 1 351 ,346 895,265 
Principle I 
Interest 
Trust fund -

Tola/ expenditures 3,873,181 3,894,426 3,908,486 (14,060) 1,246,611 351 ,346 ~265 I 
Excess of revenues over 

(under) expenditures 3,579,023 3,557 ,778 4,540,903 983, 125 (115,802) (115,802) 

Other financing uses - I 
Transfers (to) from other funds (1,597.433) (1 ,597 ,433) (2,602,051) 1,004,618 

Total other financing uses (1,597,433) (1,597,433) (2,602,051) 1,004,618 

Excess of revenues and other 
financing sources (under) over 

I 
expenditures and other uses $ 1,981,590 1,960,345 1,938,852 1,987,743 (115,802) (115,802) 

Fund balances, beginning of year 16,008,240 (546,608) I 
Fund balances (deficit), 

end of year $ J?,!)47,092 (662,410) 

I 
I 
I 
I 

See accompanying notes to financial statements. 
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I Exhibit B-5, continued THE ALEUTIANS EAST BOROUGH 

King Cove, Alaska 

I General Fund and Annually Budgeted Special Revenue Funds 

Statement of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual, continued 

I Trust fund Debt Service Fund 

Variance with Variance with 

I 
Final Budget - Final Budget -

Actual Favorable Actual Favorable 
Original/Final Amounts (Unfavorable) Original/Final Amounts (Unfavorable} 

Revenues: 

I 
Federal government $ 
State of Alaska 
Borough raw fish tax 
Investment income 350,000 4,967,319 4,617,319 

I 
Other - 2,942 2,942 

Total revenues 350,000 4,970,261 4,620,261 . 

Expenditures: 

I Current: 
Mayor's office 
Assembly 
Clerk and planning 

I management 
Administration 
Finance 
Resource department 

I Public works 
Special assistant 
Other 

Capital outlay 

I Principle - - - 875,000 1,225,000 (350,000) 
Interest - - 722,433 1,377,051 (654,618) 
Trust fund 35,000 38,792 (3,792) 

I, 
Total expenditures 35,000 38,792 (3,792) 1,597,433 2,602,051 (1,004,618) 

Excess of revenues over 
(under) expenditures 315,000 4,931,469 4,616,469 (1,597,433) (2,602,051) (1,004,618) 

I Other financing sources -
Transfers from other funds - - 1,597.433 2,602,051 1,004,618 

Total other financing sources - - - 1,597,433 2,602,051 1,004,618 

I Excess of revenues and other 
financing sources over (under) 
expenditures and other uses $ 315,000 4,931,469 4,616,469 !2,602,051) 

I Fund balances, beginning of year 32,397,354 75,123 

I 
Fund balances, end of year $ 37,328,823 75,123 

I 
I 

See accompanying notes to financial statements. 
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THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

General Fund and Annually Budgeted Special Revenue Funds 

Statement of Revenues, Expenditures, and Changes in 
Fund Balances - Budget and Actual, continued 

B-5, continued 

Bond Construction 

Actual 

Variance with 

Final Budget -
Favorable 

Original/Final Amounts (Unfavorable) 

Revenues: 
Federal government 
State of Alaska 
Borough raw fish tax 
Investment income 
Other 

Total revenues 

Expenditures: 
Current: 

Mayor's office 
Assembly 
Clerk and planning management 
Administration 
Finance 
Resource department 
Public works 
Special assistant 
Other 

Capital outlay 
Principle 
Interest 
Trust fund 

Total expenditures 

Excess of revenues under expenditures 

Other financing sources -
Transfers from other funds 

Total other financing sources 

Excess of revenues and other financing sources 
under expenditures and other uses 

$ 

$ 

5,000,000 

5,000,000 

5,000,000 

5,000,000 

31 ,938 
65,803 

97,741 

2,359,809 

2,359,809 

(2,262,068) 

(2,262,068) 

Fund balance, beginning of year 6,488, 109 

Fund balance, end of year $ 4,226,041 

31 ,938 
( 4,934, 197) 

(4,902,259) 

2,640,191 

2,640, 191 

(2,262,068) 

(2 ,262,068) 

See accompanying notes to financial statements 21 
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THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Exhibit C-1 

Business-type Activities - Hovercraft, Terminal, and Helicopter 

Combining Statement of Net Position 

Assets 
Deposits 
Receivables, net 
Equipment, net of accumulated depreciation 

Total assets 

Liabilities 
Accounts payable 
Due to other funds 

Total liabilities 

Net Position 
Unrestricted: 

Contributions in aid, net 
Unrestricted 

Total net position 

$ 

$ 

$ 

$ 

June 30, 2014 

Hovercraft 

26,077 
302,930 

8,694,854 

9,023,861 

97,921 
6,755,980 

6,853,901 

8,694,854 
{6,524,894) 

2, 169,960 

9,023,861 

Terminal 

6,020,271 

6,020,271 

1,289,643 

1,289,643 

6,020,271 
(1,289,643) 

4,730,628 

6,020,271 

Total 
Business -

Helicopter Type Activities 

26,077 
302 ,930 

91,052 14,806, 177 

~ 15,135,184 

622,249 

622,249 

-
(531,197) 

(531,197) 

91,052 

97,921 
8,667,872 

8,143,544 

14,715,125 
(8,345,734) 

6,369,391 

15,135,184 

The notes to the financial statements are an Integral part of this statement. 



Exhibit C-2 THEALEUT~NSEASTBOROUGH 

King Cove, Alaska 

Business-type Activities - Hovercraft, Terminal, and Helicopter 

Revenues 

Operating expenses: 

Salaries and benefits 
Contract labor 
Professional services 
Travel and per diem 
Telephone 
Supplies 
Rent 
Utilities 
Insurance 
Fuel 
Depreciation 

Total operating expenses 

Combining Statement of Revenues, Expenses 
and Changes in Net Position 

Year Ended June 30, 2014 

Hovercraft Terminal Helicopter 

$ 492,879 

1,532,868 

92,985 
1,088 

10,666 

133,283 
321 ,268 
540,355 

2,632,513 

140,250 

27,974 

3,543 

5,906 
4,285 
9,400 

27,298 

52 ,527 
252,897 

383,830 

149,243 

13,990 
487, 198 

22,845 

47,941 

18,200 
83,762 

6,504 

680,440 

Excess of revenues under expenditures (2, 139,634) (243 ,580) (531 ,197) 

Net position , beginning of year 4,309,594 4,974,208 

Net positon , end of year $ 2,169,960 4,730,628 (531 ,197) 

Total 
Business -

Type Activities 

782,372 

41 ,964 
2,020,066 

3,543 
115,830 

6,994 
62,1.392 

9,400 
27,298 

151 ,483 
457,557 
799,756 

3,696,783 

(2 ,914,411) 

9,283,802 

6,369,391 

The notes to the financial statements are an integral part of this statement. 
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THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Business-type Activities - Hovercraft, Terminal, and Helicopter 

Combining Statement of Cash Flows 

Year Ended June 30, 2014 

Hovercraft Terminal Helico~ter 

Increase (decrease) in cash and cash equivalents -
Cash flows from operating activities: 

Cash payments from customers $ 192,535 140,250 149,243 
Cash payments from other sources 2,224,715 (9,317) 622,249 
Cash payments for goods and services (1 ,925,103) (102,959) (659,946) 
Cash payments for salaries and benefits - (27,974) (13,990) 

Net cash provided by operating activities 492 ,1 47 - 97,556 

Cash flows from capital and related financing activities : 
Acquisition and construction of capital assets (492,1 47) - (97,556) 

Total cash flows used by capital and 
related financing activities (492,147) - (97,556) 

Net increase in cash 

Cash and cash equivalents , beginning of year 

Cash and cash equivalents, end of year $ 

Reconciliation of operating loss to net 
cash provided by operating activities: 

Change in retained earnings $ (2,139,634) (243,580) (531 , 197) 
Adjustments to reconcile operating loss to 

net cash provided by operating activities: 
Depreciation 540,355 252,897 6,504 

Decrease (increase) in current assets : 
Receivables, net (300,344) - -
Deposits 391 ,560 - -

Increase (decrease) in current liabilities: 
Accounts payable (224,505) - -
Increase in due to other funds 2,224,715 (9,317) 622,249 

Net cash provided by operating activities $ 492,147 - 97,556 

The notes to the financial statements are an integral part of this statement. 

Exhibit C-3 

Tota l 
Business -

..:G'.P_e Activities 

482,028 
2,837,647 

(2 ,688,008) 
(41,964) 

589,703 

(589,703) 

(589,703) 

(2,914,411) 

799,756 

(300,344) 
391,560 

(224,505) 
2,837,647 

589,703 



Exhibit D-1 

Assets 

THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Deferred Compensation Agency Fund 

Statement of Fiduciary Net Position 

June 30, 2014 

Property and rights held under def erred compensation plan 

Net Position 
Obligations to employees under deferred compensation plan 

See accompanying notes to financial statements. 

$ 671 ,971 

$ 671,971 
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THE ALEUTIANS EASTBOROUGH 
King Cove, Alaska 

Notes to Financial Statements 

June 30, 2014 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Reporting Entity 
The Aleutians East Borough (Borough) was incorporated October 23, 1987, under the laws of the 
State of Alaska as a second-class borough. All significant activities with which the Borough 
exercises oversight responsibilities have been included in the Borough's general purpose financial 
statements. 

The accompanying financia l statements include all activities of The Aleutians East Borough and 
The Aleutians East Borough School District. The Borough Assembly, as the oversight authority, 
approves the total annual budget of the School District and also makes annual contributions to it. 
Based on financial interdependence, budget approval, responsibility for debt, and accountability and 
control of fiscal matters, The Aleutians East Borough School District is a component unit of The 
Aleutians East Borough. The Aleutians East Borough School District's audited financial statements 
may be obtained from The Aleutians East Borough School District. 

No other entities exist over which the Borough has oversight responsibility. 

Component Unit 
The Aleutians East Borough School District is a component unit of The Aleutians East Borough. 
The School District was formed July 1, 1988, as a result of the formation of The Aleutians East 
Borough on the same date. The District was formed by incorporating King Cove City School District 
and Sand Point City School District. In addition, the following locations were added from Aleutian 
Region School District: Cold Bay, False Pass, Nelson Lagoon, and Akutan. 

As the School District is organized as a government, its financial statements are prepared using 
accounting principles generally accepted in the United States of America as related to government 
organizations. As such, the financial statements are prepared using the current financial resources 
measurement focus and accrual method of accounting. 

Government-wide and Fund Financial Statements 
The government-wide financial statements (i.e., the statement of net position and statement of 
activities) report information in all nonfiduciary activities of the Borough. For the most part, the 
effect of interfund activity has been removed from these statements. Governmental activities, which 
normally are supported by intergovernmental revenues, are reported separately from business-type 
activities which rely to a significant extent on fees and charges for support. 

The statement of activities demonstrates the degree to which direct expenses of a given function or 
segment are offset by program revenues. Direct expenses are those clearly identifiable with a 
specific function or segment. Program revenues include grants and contributions that are restricted 
to meeting the operations or capital requirements of a particular function or segment. Other items 
not properly included among program revenues are reported instead as general revenues. 

Separate financial statements are provided for governmental fund types. Major individual 
governmental funds are reported in separate columns in the fund financial statements. 
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THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Notes to Financial Statements, continued 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued 
Government-wide and Fund Financial Statements, continued 
The government-wide financial statements are reported using the economic resources 
measurement focus and accrual basis of accounting. Revenues are recorded when earned and 
expenditures are recorded when liability is incurred, regardless of the timing of related cash flows. 
Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed 
by the provider have been met. 

Net position should be reported as restricted when constraints placed on net asset use are either 
externally imposed by creditors (such as through debt covenants), granters, contributors, or laws or 
regulations of other governments or imposed by law through constitutional provisions or enabling 
legislation. At June 30, 2014, the Borough had no restricted net position. 

Measurement Focus, Basis of Accounting, and Basis of Presentation 
The financial statements of the Borough are prepared in accordance with accounting principles 
generally accepted in the United States of America (GAAP). The Borough's reporting entity applies 
all relevant GASS pronouncements and applicable Financial Accounting Standards Assembly 
(FASS) pronouncements and Accounting Principles Assembly (APB) opinions issued on or before 
November 30, 1989, unless they conflict with GASS pronouncements. The Borough's reporting 
entity does not apply FASS pronouncements or APB opinions issued after November 30, 1989. 

The government-wide statements report using the economic resources measurement focus and 
accrual basis of accounting includes reclassification or elimination of internal activity (between or 
within funds). Financial statements of Borough component units also report using this same focus 
and basis of accounting , although internal activity is not eliminated in these statements. Revenues 
are recorded when earned, and expenses are recorded when a liability is incurred, regardless of the 
timing of related cash flows. 

The governmental fund financial statements report used the current financial resources 
measurement focus and modified accrual basis of accounting. Revenues are recognized when 
they are both measurable and available . Available means collectible within the current period or 
soon enough thereafter to pay current liabilities. The Borough considers revenues to be available if 
they are collected within 60 days of the end of the fiscal year. Expenditures are recorded when the 
related fund liability is incurred. 

Major revenue sources susceptible to accrual include intergovernmental revenues and investment 
income. In general , other revenues are recognized when cash is received. 

When both restricted and unrestricted resources are available for use, it is the Borough's policy to 
use restricted resources first, then unrestricted resources as needed. 

Fund Types and Major Funds, 
Aleutians East Borough reports the following major funds: 

• General Fund - Reports as the primary fund of the Borough. This fund is used to account 
for all financial resources not reported in other funds. 
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THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Notes to Financial Statements, continued 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued 
Fund Types and Major Funds, continued 

• Capital Projects - Accounts for all revenue received and expenditures made for the 
development and administration of capital projects. 

• Trust Fund - Accounts for all revenue received and expenditures made for the development 
and administration of the trust fund . 

• Debt Service - Accounts for all expenditures made for the retirement of and interest on debt. 

• Bond Construction - Accounts for all expenditures made on projects funded by bond 
proceeds. 

• Business-type activity - Hovercraft, Terminal , and Helicopter - Accounts for all activity for 
the operations of the hovercraft and helicopter. 

Assets, Liabilities, and Equity 
Deposits and Investments - The Borough's cash and cash equivalents are considered to be cash on 
hand, demand deposits, certificates of deposits, and short-term investments with original maturities 
of 3 months or less from the date of acquisition. 

Receivables and Payables - All outstanding balances between funds are reported as "due to/from 
other funds. " These balances represent the numerous transactions that occur during the course of 
operations between individual funds for goods provided or services rendered . The direct write-off 
method is used for estimated uncollectible accounts receivable. 

Prepaid Items - Certain payments to vendors reflect costs applicable to future accounting periods 
and are recorded as prepaid items. 

Capital Assets - The Borough's property, plant, equipment, and infrastructure with useful lives of 
more than 1 year are stated at historical cost and comprehensively reported in government-wide 
financial statements. The Borough maintains infrastructure asset records consistent with all other 
capital assets. Component unit capital assets are also reported in their respective fund and 
combining component unit financial statements. Donated assets are stated at fair value on the date 
donated. The Borough generally capitalizes assets with a cost of $5,000 or more as purchase and 
construction outlays occur. Costs of normal maintenance and repairs that do not add to the value 
of the asset or materially extend assets ' lives are not capitalized . Capital assets, including those of 
component units, are depreciated using the straight-line method. When capital assets are 
disposed, the cost and applicable accumulated depreciation are removed from the respective 
accounts, and the resulting gain or loss is recorded in operations. 

Estimated useful lives in years for depreciable assets are as follows : 
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THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Notes to Financial Statements, continued 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued 

Compensated Absences - It is the Borough's policy to permit employees to accumulate earned but 
unused annual leave. Compensated absences are reported as accrued in government-wide and 
component unit financia l statements. Governmental funds report only matured compensated 
absences payable to currently terminated employees and are included in wages and benefits 
payable. 

Unearned Revenue - Amounts for which asset recognition criteria have been met but for which 
revenue recognition criteria have not been met are recorded as deferred revenue. 

Long-term Debt - In government-wide and component unit financial statements, outstanding debt is 
reported as liabilities. Governmental fund financial statements recognize proceeds of debt and 
premiums as other financing sources of the current period. 

Fund Equity - In the fund financial statements, governmental funds report aggregate amounts for 
five classifications of fund balances based on the constraints imposed on the use of these 
resources, they are either (a) not in spendable form - prepaid items or inventories; or (b) legally or 
contractually required to be maintained intact. 

The spendable portion of the fund balances comprises the remaining four classifications: restricted , 
assigned , and unassigned. 

Committed fund balance - These amounts can only be used for specific purposes pursuant to 
constraints imposed by formal resolutions or ordinances of the tribal council-the government's 
highest level of decision making authority. This classification also includes contractual obligations to 
the extent that existing resources in the fund have been specifically committed for use in satisfying 
those contractual requirements. 

Assigned fund balance - This classification reflects the amounts constrained by the Borough's 
assembly members "intent" to be used for specific purposes, but are neither restricted nor 
committed. 

Unassigned fund balance - This fund balance is the residual classification for the General Fund. It is 
also used to report negative fund balances in other governmental funds. 

When both restricted and unrestricted resources are available for use, it is the Borough's policy to 
use restricted resources first, then unrestricted resources as needed. 

Use of Estimates 
Preparation of financial statements in conformity with accounting principles generally accepted in 
the United States of America requires management to make estimates and assumptions that affect 
certain reported amounts and disclosures. Accordingly, actual results could differ from those 
estimates. 
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THE ALEUTIANS EASTBOROUGH 
King Cove, Alaska 

Notes to Financial Statements, continued 

NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY 

Budgetary Information 
The Borough Assembly is requ ired to approve an annual budget before the start of the new fiscal 
year. Public hearings are conducted to obta in taxpayer comments. The budget is legally enacted 
through passage of an ordinance. Budgets are prepared and presented on the modified accrual . 
basis of accounting. Any revisions to the budget must be approved by passage of an ordinance by 
the Assembly. The Borough Assembly authorizes fonnal budget revisions several times each year 
to adjust revenues and expenditures to available resources and program needs. The final revised 
and approved budget is presented in these financial statements. 

Beginning in fiscal year 2003, the Borough is forward funding its general fund expenditures and 
reserving general fund balance to the extent of current-year general fund revenue except coastal 
management and LEPC grants. 

NOTE 3 - CASH AND INVESTMENTS 

The Borough's investment policy authorizes the Borough to invest in U.S. Treasury securities; 
obligations guaranteed by the U.S. government or its agencies or instrumentalities; repurchase 
agreements; certificates of deposit; bonds and notes which are issued by any state or political 
subdivision thereof which are graded "A" or higher by Moody's Investor's Service, Inc.; prime 
commercia l paper graded "A 1" or higher by Moody's Investor's Service, Inc.; banks and savings 
and loan associations to the extent that deposits are insured by Federal Depository Insurance 
Corporation or Federal Savings and Loan Insurance Corporation; obligations of corporations, 
provided the obligations are graded "Baa" or higher by Moody's Investor's Service Inc., or Standard 
and Poor's Corporation and issued in the United States and denominated in US dollars, not more 
than 15% of the fixed income portfolio may be held in Baa rated securities; The Alaska Municipa l 
League Investment Pool, Inc.; and Income producing real estate investments. Additionally, the 
policy authorizes the Borough invest permanent fund assets to maintain safety of principle while 
maximizing the total return. Investments shall be diversified to minimize the risk of loss resulting 
from a concentration of investments in a specific maturity, issuer, class of security, financial 
institution, or with respect to equity investments, in a specific company, industry or investment 
sector. Fund assets may be invested in the instruments and securities set out in the following 
securities: Domestic Equities, which taken as a whole, attempt to replicate the Standard and Poor's 
500 Index, including both mutual funds and exchange traded funds (ETF's); International Equities, 
which taken as a whole, attempt to replicate the Morgan Stanley Europe, Austra liasia , Far East 
(EAFE) Index, including both mutual funds and exchange traded funds {ETF's); Equities, which take 
as a whole, attempt to replicate the universe of domestic real estate investment trusts as 
represented by the S&P REIT index or the Cohen and Steers Realty Majors Portfolio Index, 
including both mutual funds and exchange traded funds (ETF'S); and Domestic Equities, which 
taken as a whole, attempt to replicate the Standard and Poor's 400 Midcap Index, including both 
moth mutual funds and exchange traded funds (ETF's). The permanent fund may invest up to 
35 percent of total invested permanent funds in common and preferred stock listed on a recognized 
exchange and a mutual fund designed to replicate the Standard and Poor's 500 Index. The 
permanent fund may also invest in international equities up to a maximum of 5 percent of the total 
permanent fund . Perfonnance measurement for the Fixed Income Allocation will be measured 
against the Target weighting using the Lehman Intermediate Gov/Credit Index for the Benchmark. 
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THE ALEUTIANS EASTBOROUGH 
King Cove, Alaska 

Notes to Financial Statements, continued 

NOTE 3 - CASH AND INVESTMENTS, continued 

The duration of the Fixed Income Allocation should be maintained between 80% and 120% of the 
duration of the Benchmark. 

Statutes require that the Borough's deposits in excess of FDIC or FSLIC limits be collateralized by 
government securities. Cash resources for some of the various funds are maintained in a central 
treasury represented by a sweep checking account and certificate of deposit. Cash is swept and 
commingled with the School District's moneys within Borough accounts on a daily basis. 

The Borough participates in the Alaska Municipal League Investment Pool (AMLIP). This 
investment pool consists of governmental investors within the State of Alaska . AMLIP does not 
carry its own institutional insurance or collateralization for funds it invests. The organizing 
document does state that certificates of deposit must be collateralized or covered by federal 
insurance by the issuing entity. The carrying amount and market value at June 30, 2014, was 
$50,794. 

Cash and investment balances are as follows : 

Cash and cash equivalents 
Investments, at fair market value 

Bank 
Balance 

$ 6,192,702 
46,784, 123 

$ 52,976,825 

Components of investment activity at June 30, 2014 was as follows: 

Interest 
SW Governments, LLC 
Dividends 
Fees 
Realized gains 
Unrealized gains 

Investment income affected the following funds at June 30, 2014: 

General Fund - unreserved 
Capital Improvements - reserved 
Trust Fund - reserved 
Bond Construction - unresserved 

$ 

$ 

$ 

Book 
Balance 

5,314,466 
46,784,123 

52,098,589 

381 ,907 
29,427 

581 ,695 
(15,664) 
113,819 

3,921,270 

5,012,454 

11,663 
1,534 

4,967,319 
31 ,938 

$ 5,012,454 
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THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Notes to Financial Statements, continued 

NOTE 4 - CAPITAL ASSETS 

A summary of changes in capital assets for the year ended June 30, 2014, follows: 

June 30, 
2013 Additions Retirements 

Governmental funds : 

Capital assets not being depreciated: 
Land $ 5,323,074 - -
Construction in process 47,043,457 2,321 ,020 -

Total capital assets not 
being depreciated 52,366,531 2,321,020 -

Other Capital assets: 
Buildings and improvements 45, 161,416 215, 198 -
Infrastructure 20,622,483 - -
Furniture and equipment 717,420 12,921 -
Vehicles 169,651 12,693 -

66,670,970 240,812 -
Less accumulated depreciation {47,943,370) {1 ,616,239) -

Total capital assets -
governemental funds $ 71 ,094, 131 945,593 -

Enterprise funds: 
Hovercraft $ 10,910,495 492, 147 -
Terminal 7,403,571 - -
Helicopter - 97,556 -

18,314,066 589,703 -
Less accumulated depreciation {3,297,836) {799,756) -

Total capital assets -
enterprise funds: L_j5,016,230 ~210 , 053) -

June 30, 
2014 

5,323 ,074 
49,364,477 

54,687,551 

45,376,614 
20,622,483 

730,341 
182,344 

66,911 ,782 
{49,559,609) 

72,039,724 

11,402,642 
7,403,571 

97,556 

18,903,769 
{4,097,592) 

14,806,177 

Depreciation expense of $1,616,239 was charged to the general fund , depreciation expense of 
$799, 756 was charged to the enterprise funds, and was allocated to the hovercraft, terminal , and 
helicopter in the amount of $540,355, $252,897, and $6,504 respectively. 

Construction in progress is stated at cost, which includes the cost of construction and other direct 
costs attributable to the construction. No provision for depreciation is made on construction in 
progress until such time as the relevant assets are completed and put into use. Construction in 
progress at June 30, 2014, represents infrastructure not yet placed in service. 
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THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Notes to Financial Statements, continued 

NOTE 5 - INTERFUND RECEIVABLES AND PAYABLES 

lnterfund receivables and payables are shown as "due to" and "due from" in each individual fund 
within the governmental fund financial statements. These balances represent short-term interfund 
borrowings at June 30, 2014, and were as follows : 

Major funds: 
General fund 
Capital Improvements 
Trust Fund 
Debt Service 
Bond Construction 
Business-type activity - Hovercraft and terminal 

Total Major Funds 

Nonmajor funds: 
Maintenance Reserve 
King Cove Access Project 

Total Nonmajor Funds 

NOTE 6- LONG-TERM DEBT 

Due from 
Other Funds 

$ 13,369,018 

75, 123 

13,444, 141 

87,470 
280,770 

368,240 

$ 13,812,381 

Due to 
Other Funds 

1,991,881 
924,515 

2,228,113 
8,667,872 

13,812,381 

13,812,381 

Following is a summary of general obligation bond transactions of the Borough for the year ended 
June 30 , 2014: 

Bonds payable at July 1, 2013 
Principal payments 

Bonds payable at June 30, 2014 

$ 31 ,610,000 
(1,225,000) 

$ 30,385,000 

I 
I 
I 
I 
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I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

33 I 

I 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Notes to Financial Statements, continued 

NOTE 6 - LONG-TERM DEBT, continued 

General obligation bonds payable at June 30, 2014, are comprised of the following : 

$21, 125,000 - 2003 Aleutians East Borough, Alaska school , marine, other 
transportation, due in variable installments ranging from $60, 125 to $2,465, 125 
through December 1, 2028 ; interest rate not to exceed 7 percent $ 245,000 

$5,000,000 - 2006 Akutan Harbor due in variable installments ranging from 
$112,393 to $556,235 through February 1, 2026; interest rate is variable from 4.0 
to 4.35 percent. 2 680 000 . . 

$21,095,000 - 2007 Refunding of Aleutians East Borough bonds due in variable 
installments ranging from $53,550 to $2,433,550 through June 30, 2029; interest 
rate is variable from 3. 75 to 5.0 percent 19,925,000 

$5,000,000 - 2011 Akutan Airport and King Cove Access Project due in variable 
installments ranging from $175,000 to $1 ,560,000 through October 1, 2030; 
interest rate is variable from 2.0 to 5.4 percent 4,450,000 

$3,460,000 - 2011 Refunding of Aleutians East Borough bonds due in variable 
installments ranging from $65,000 to $905,000 through September 2021; interest 
rate is variable from 2.0 to 5.0 percent 3,085,000 

$ 30,385,000 

Annual requirements to amortize all Borough general obligation bonds and leases payable as of 
June 301

h follow: 

Princi~al Interest Total 

Year ending 
2015 $ 1,411, 154 1,365,083 2,776,237 
2016 1,220,525 1,300, 123 2,520,648 
2017 1,425,311 1,242,780 2,668,091 
2018 1,565,532 1, 175,491 2,741 ,023 
2019 1,686,206 1,106,278 2,792,484 

2020-2024 10,058,480 4,314,151 14,372,631 
2024-2029 12,287,792 1,843,273 14, 131 ,065 
2030-2034 730,000 34,502 764,502 

$ 30,385,000 12,381,681 42,766,681 
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THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Notes to Financial Statements, continued 

NOTE 7 - EXCESS OF EXPENDITURES OVER APPROPRIATIONS 

Excess of expenditures over appropriations in individual funds for the current year were: 

General fund 
Debt service 
Trust fund 

NOTE 8 - DEFINED-BENEFIT PENSION PLANS 

$ 

$ 

Budget 

3,894,426 
1,597,433 

35,000 

1,632,433 

Actual Over 
Expenditures Budget 

3,908,486 (14,060) 
2,602 ,051 (1 ,004,618) 

38,792 {3,792) 
2,640,843 p ,008,410) 

All non-certified permanent employees working over 30 hours per week participate in the Alaska 
Public Employees Retirement System (PERS) . 

Alaska Public Employees Retirement System (PERS) 
Plan Description : The plan is a joint-contributor agent, multiple-employer PERS plan created by 
State of Alaska statutes effective January 1, 1961 . Any municipality or other political subdivision of 
the State may request to become an employer in th is system. Benefit and contribution provisions 
are established by State law and may be amended only by State legislature . 

Pension Benefits: The Aleutians East Borough participates in the Public Employees Retirement 
System (PERS), a retirement plan that provides pension, postemployment health care, death and 
disability benefits to eligible participants. The PERS is administered by the State of Alaska Division 
of Retirement and Benefits. 

Employees hired prior to July 1, 2006 and employees hired after July 1, 2006 who have PERS 
enrollment from prior employment, participate in the PERS Tiers 1-111 , a defined benefit retirement 
system. Employees hired after July 1, 2006 who have no prior PERS participating employment 
participate in PERS Tier IV, a defined contribution plan with a component of defined benefit 
postemployment health care. Benefits and contribution provisions are established by State law and 
may be amended only by the State Legislature. 

Each fiscal year the PERS issues publicly available financial reports that include financial 
statements and required supplementary information. These reports are available from : Department 
of Administration , Division of Retirement and Benefits, PO Box 110203, Juneau, AK 99811 . 
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THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Notes to Financial Statements, continued 

NOTE 8 - DEFINED-BENEFIT PENSION PLANS, continued 

Conversion to Cost Sharing: In 2008 the Alaska Legislature passed Senate Bill (SB) 125 which 
converted the PERS from an agent-multiple employer plan to a cost-sharing plan with an effective 
date of July 1, 2008. Under the cost sharing arrangement the State of Alaska Division of 
Retirement and Benefits no longer tracks individual employer assets and liabilities. Rather, all plan 
costs and past service liabilities are shared among all participating employers. The cost sharing 
plan requires a uniform employer contribution rate of 22% of active member wages, subject to a 
wage floor. State legislation currently provides that the State of Alaska will contribute any amount 
over 22% such that the total contribution equals the Alaska Retirement Management Board adopted 
rate. This rate will be consistent with the actuarially determined rate . Any such additional 
contributions are recognized by each employer as an on-behalf payment. 

In fiscal year 2008 the State of Alaska also passed SB 123 which requires the employer 
contribution be calculated on all PERS eligible wages, including wages attributable to the defined 
contribution plan. 

As a result of the conversion to a cost-sharing plan, AES will not be obligated to pay or to continue 
amortizing any prior recorded Net Pension/Obligation Post Employment Benefit (Net 
Pension/OPES) obligation. 

The PERS contribution rates for 2014 were determined as part of the June 30, 2013 actuarial 
valuations as follows : 

Contractual ARM Board GASS 45 
Pers Rates - 2014 Rate Adootion Rate Rate** 
Pension 10.64% 18.38% Unavailable 
Postemplovment Health Care 11.36% 17.30% Unavailable 

Total Contribution Rate 22.00% 35.68% Unavailable 

** this rate uses a 4.5% OPES discount rate and disregards future Medicare Part D payments. 

The projection of future benefits for an ongoing plan involves estimates of the value of reported 
amounts and assumptions about the probability of occurrence of events far into the future. 
Examples include assumptions about future employment, mortality, and the healthcare cost trend . 
Amounts determined regarding the funded status of the plan and the annual required contributions 
of the employer are subject to continual revision as actual results are compared with past 
expectations and new estimates are made about the future. 
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THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Notes to Financial Statements, continued 

NOTE 8 - DEFINED-BENEFIT PENSION PLANS, continued 

Projections of benefits are based on the substantive plan (the plan is understood by the employer 
and the plan members) and include the types of benefits in force at the valuation date and the 
pattern of sharing benefit costs between AEB and the plan members at that point. Actuarial 
calculations reflect a long term perspective and employ methods and assumptions that are 
designed to reduce short-term volatility in actuarial accrued liabilities and the actuarial values of 
assets. The significant actuarial information and assumptions used in the most recent valuation plan 
follow: 

Valuation Date June 30, 2013 
Actuarial Cost Method Entry age normal 

Level percentage of pay for pension 
Level dollar for healthcare 

Amortization Method Level dollar, closed 
Equivalent Single Amortization Period 17 years 
Asset Valuation Method 5-year smoothed fair value 
Salary Scale Productivity - 0.5% per year 

Peace officer/firefighter: Merit - 6.36% per year for the 
first 4 years of employment, grading down to 4.12% at 
7 years and thereafter. 
Others: Merit - 9.60% per year grading down to 5.61% after 
5 years; for more than 6 years of service, age-based 

Payroll Growth 3.62% per year. 
Inflation 3.12% annually. 

Projected benefits for financial reporting purposes do not incorporate any potential effect of legal or 
contractual funding limitations. 

Annual Pension and Post employment Healthcare Cost: AEB is required to contribute 22% of 
covered payroll , subject to a wage floor. In addition, the State of Alaska contributes the difference 
between the rates established by the Alaska Retirement Management Board (ARMB) and the 
employer mandated rates . The state of Alaska contributed approximately 13% of covered payroll to 
the retirement plan in State FY2014. 
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THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Notes to Financial Statements, continued 

NOTE 8 - DEFINED-BENEFIT PENSION PLANS, continued 

In accordance with the provisions of GASB Statement Number 24, AEB has recorded the State 
contribution in the amount of $113,761 as a PERS on-behalf payment for the year ended June 30, 
2014. However, because AEB is not statutorily obligated for these payments, this amount is 
excluded from pension and the Obligation Post Employee Benefit as described below. 

Annual Annual Total Benefit % of TBC 
Period Pension Cost OPEB Cost Cost (TBC) Contributions Contributed 

7/1/1 3-6/30/14 $ 300,332 - 300,332 300,332 100% 

Employees first enrolling into PERS after July 1, 2006 participate in PERS Tier IV. PERS Tier IV is 
a defined contribution reti rement plan that includes a component of defined benefit post­
employment health care. The plan required both employer and employee contributions. Contribution 
rates are as follows: 

Pers Tier IV Contribution Rates: 7 /1 /13-6/30/14 
Employee Contribution 8.00% 
Employer Contribution 

Retirement 5.00% 
Health Reimbursement Arrangement* 16.32% 
Retiree Medical Plan 0.48% 
Death & Disability Benefit 0.20% 

Total Employer Contribution 22.00% 

*Health Reimbursement Arrangement - AS 39.30.370 requires that the employer contribute "an 
amount equal to three percent to the employers average annual employee compensation." For 
actual remittance this amount was calculated at a flat rate of $72.95 per full time employee per pay 
period for full time employees and $1 .22 per hour worked for each part time employee. 

Under the newly adopted cost sharing arrangement for the PERS defined benefit plan the state 
statute employer contribution rate of 22% includes Tier IV employees. In addition to the amounts 
above AEB contributed $8 ,949 on Tier IV employee payroll for the year ended June 30, 2014. This 
contribution is comprised of $8, 165 for retirement and retiree medical and disability, and $784 for 
Health Reimbursement Arrangement on-behalf of its employees. 

All amounts paid on behalf of employees are applied to the obligation of the PERS defined benefit 
plan and is included in the contribution AEB recorded in the defined benefit cost-sharing plan. 
Employee contribution to the plan totaled $54,758. 

NOTE 9 - DEFERRED COMPENSATION PLAN 

The Borough offers its employees a deferred compensation plan created in accordance with 
Internal Revenue Code Section 457. The plan, available to all employees, permits them to defer a 
portion of their salary until future years. The deferred compensation is not available to employees 
until termination, retirement, death, or an unforeseeable emergency. 
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THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Notes to Financial Statements, continued 

NOTE 9 - DEFERRED COMPENSATION PLAN, continued 

All amounts of compensation deferred under the plan, all property and rights purchased with those 
amounts, and all income attributable to those amounts, property, or rights (until paid or made 
available to the employee or other beneficiary) are solely the property and rights of the Borough 
(without being restricted to provisions of benefits under the plan), subject on ly to claims of the 
Borough's general creditors. Participants' rights under the plan are equal to those of general 
creditors of the Borough in the amount equal to fair market value of the deferred account for each 
participant. 

The Borough has no liability for losses under the plan but does have the duty of due care that would 
be required of an ordinary prudent investor. The Borough believes it is unlikely it will use the assets 
to satisfy claims of general creditors in the future. Assets of the fund totaled $670,971 at June 30, 
2014, and are accounted for in the deferred compensation agency fund. 

NOTE 10 -THE ALEUTIANS EAST BOROUGH SCHOOL DISTRICT CONTRIBUTION 

During the year ended June 30, 2014, the Borough contributed $1, 150,000 to the Aleutians East 
Borough School District, which is a component unit of the Borough. 

NOTE 11 - COMMITMENTS AND CONTINGENCIES 

Grants 
The Aleutians East Borough participates in a number of federal- and State-assisted grant programs . . 
These programs are subject to program compliance audits by granters or their representatives. 
The amount, if any, of expenditures that may be disallowed by granting agencies cannot be 
determined at this time, although the Borough expects such amounts, if any, to be immaterial. 

NOTE12-SUBSEQUENTEVENTS 

Subsequent to year end and prior to the issuance of the financial statements, the Borough has 
received an offer to purchase the Hovercraft. The offer is for $4,500,000, which would result in 
approximately a $4, 194,854 loss on sale. The probability that the Board will accept the offer is 
unknown as of the date of issuance. 

In preparing these financial statements, the Borough has evaluated all other events and 
transactions for potential recognition or disclosure through January 12, 2015, the date the financial 
statements were issued and has concluded that no subsequent events have occurred that would 
require recognition in the financial statements or disclosure in the notes to the financial statements. 

NOTE 13- INVESTMENT IN SOUTHWEST GOVERNMENTS, LLC 

The Borough has an interest in Southwest Governments, LLC. The partnership was formed by the 
City of Akutan (40%), the City of Sand Point (20%), the City of King cove (10%), and the Borough 
(30%). The Borough leases office space from the partnership, total payments for the year were 
$111,285. The balance of the Borough's ownership at June 30, 2014 was $407,286. 
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THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Notes to Financial Statements, continued 

NOTE 14 - SUBSEQUENT ACCOUNTING PRONOUNCEMENTS 

The Governmental Accounting Standards Board has passed several new accounting standards with 
upcoming implementation dates. Management has not fully evaluated the potential effects of these 
statements, but believes that GASB Statement 68 will result in the biggest reporting change. Actua l 
impacts have not yet been determined: 

GASB 67 - Financial Reporting for Pension Plans - Effective for fiscal years beginning after June 
15, 2013 - This statements amends GASB statement no. 25 on the topic of financia l reporting by 
state and local governmental pension plans. 

GASB 68 - Accounting and financial Reporting for Pensions - Effective for fiscal years beginning 
after June 15, 2014 - This statement amends GASB statement no. 27 on the topics of Net Pension 
Liability and Pension Expense. 

GASB 69 - Government Combinations and Disposals of Government Operations - Effective for 
fiscal years beginning after December 15, 2013 - This statement contains certain disclosures to be 
made about government combinations and disposals of government operations to enable financial 
statement users to evaluate the nature and effects of these transactions. 

GASB 70- Accounting and Financial Reporting for Nonexchange Financial Guarantees - Effective 
for fiscal years beginning after June 15, 2013 - This statement contains reporting requirements 
when a government financially guarantees the obligations of another government, non-profit, or 
private entity without receiving equal value in exchange. 

NOTE 15-HOVERCRAFT OPERATIONS 

During 2014, the hovercraft ceased operations, and is currently insured and parked in the hangar at 
Akutan . The Borough has no plans to continue Hovercraft operations in the future , and has entered 
into a contract with Kvichak Marine as an agent to sell the hovercraft to an outside party. 

NOTE 16- HELICOPTER OPERATIONS 

During 2014, the Borough entered into a contract with Maritime Helicopters to transport people and 
mail from Akutan Airport to the City of Akutan. The contract is in effect through November 2014, 
with an option to renew for two years. 
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THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

General Fund 

Statement of Revenues, Expenses, and Changes 
in Fund Balance - Budget and Actual 

Year Ended June 30, 2014 

Original Final 
Budget Budget 

Revenues: 
Federal government: 

Payment in lieu of taxes $ 559,000 559,000 

Total federal government 559,000 559,000 

State of Alaska: 
Raw fish tax 1,869,127 1,869, 127 
State bond rebate 1,045,464 1,045,464 
State fish landing tax 48,864 48,864 
State extraterritorial fish tax 243,084 243,084 
State revenue sharing 407 ,630 407,630 
State PERS on-behalf funding - -

Total State of Alaska 3,614 ,1 69 3,614, 169 

Borough raw fish tax 3,200,779 3,200,779 
Investment income 35,000 35,000 
Other 43,256 43,256 

Total revenues 7,452,204 7,452,204 

Expenditures: 
Mayor's office: 

Salaries 72,897 72 ,897 
Fringe benefits 27,810 27,810 
Travel and per diem 36,000 41 ,000 
Telephone 2,400 2,400 
Supplies 1,000 1,000 
Lobbying 120,600 120,600 

Total Mayor's office 260,707 265,707 

Assembly: 
Salaries 25,000 25,000 
Fringe benefits 56,000 56,000 
Travel and per diem 40,000 50,000 

Actual 

512,818 

512,818 

1,869, 127 
1, 125,149 

58,538 
214,469 
407,630 
113,761 

3,788,674 

4,073,343 
11,663 
62,891 

8,449,389 

55,436 
44 ,045 
42,062 

2,013 
1,273 

118,968 

263 ,797 

25,300 
64 , 150 
56,413 

Exhibit E-1 

Variance 
Favorable 

(Unfavorable) 

{46,182) 

(46, 182) 

79,685 
9,674 

(28,615) 

113,761 

174,505 

872,564 
(23,337) 
19,635 

997, 185 

17,461 
(16,235) 
(1,062) 

387 
(273) 

1,632 

1,910 

(300) 
(8, 150) 
(6,41 3) 
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I 
I Exhibit E-1, continued THE ALEUTIANS EAST BOROUGH 

King Cove, Alaska 

I General Fund 

Statement of Revenues, Expenses, and Changes 

I 
in Fund Balance - Budget and Actual, continued 

I 
Variance 

Original Final Favorable 
Budget Budget Actual {Unfavorablei 

I 
Expenditures, continued : 

Assembly , continued : 
Telephone $ 4,500 1,500 1,362 138 
Suppl ies 500 3,200 3, 190 10 

I Total assembly 126,000 135,700 150,415 {24,41 5) 

Clerk and planning management: 

I Salaries 85,543 85,543 73,626 11 ,917 
Fringe benefits 33 ,524 33,524 37,418 (3,894) 
Travel and per diem 12,500 12,500 10,358 2,142 

I Telephone 7,500 7,500 6,472 1,028 
Postage 1,500 1,500 740 760 
Supplies 9,000 7,000 5,008 1,992 

I 
Util ities 20,000 20,000 24, 193 (4,193) 
Dues and fees 5,000 5,000 4,496 504 
Elections 8,000 5,000 3,824 1,1 76 

I 
Planning Commission 4,300 15,000 13,638 1,362 

Total clerk and planning management 186,867 192,567 179,773 12.794 

I 
Administration : 

Salaries 172, 168 172,168 232 ,934 (60,766) 
Fringe benefits 64,234 81 , 134 68,607 12,527 
Contract labor 18,000 18,000 18,000 

I Travel and per diem 25,500 25,500 23,676 1,824 
Telephone 6,000 8,000 9,204 (1,204) 
Postage 2,500 1,500 847 653 

I Supplies 18,120 12,000 9,932 2,068 
Rent 14,500 14,500 16, 140 (1,640) 
Dues and fees 2,500 1,000 295 705 

I Total administration 323,522 333 ,802 379 ,635 {45,833) 

Finance: 

I Salaries 122 ,867 122,867 122,980 (1 13) 
Fringe benefits 51 ,161 51,161 60,465 (9,304) 
Travel and per diem 4,000 10,000 8,632 1,368 

I 
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THE ALEUTIANS EAST BOROUGH Exhibit E-1 , continued I King Cove, Alaska 

General Fund I 
Statement of Revenues, Expenses, and Changes 
in Fund Balance - Budget and Actual, continued I 

Variance I Orig inal Final Favorable 
Budget Budget Actual (Unfavorable} 

Expenditures, continued: 

I Finance, continued : 
Telephone $ 5,000 5,000 5,252 (252) 
Postage 2,500 2,500 1,916 584 

I Supplies 5,000 10,000 11 ,993 (1,993) 
Utilities 5,000 5,000 4,710 290 
Audit 45,000 47,835 47,834 1 

I Total finance 240,528 254 ,363 263 ,782 (9,419) 

Resource department: 

I Salaries 83 ,970 83 ,970 80,386 3,584 
Fringe benefits 30,040 30,040 37,673 (7,633) 
Contract labor 75,000 75,000 75,000 -
Travel and per diem 35 ,000 25,000 23,568 1,432 I Meetings 30,000 10,000 22 ,790 (12,790) 
Telephone 3,000 3,000 2,323 677 
Supplies 7,000 9,000 7,987 1,013 I Rent 8,903 8,903 8,903 -
Contributions 15,000 15,000 - 15,000 
Crab Survey 50,000 50,000 48,797 1,203 I Publ ic information officer 169,680 163,680 168,077 (4 ,397) 

Total resource department 507,593 473,593 475,504 ~ 

Public works: I 
Salaries 77, 138 77 ,138 62,925 14,213 
Fringe benefits 29,602 29,602 35,707 (6 , 105) I Travel and per diem 11,000 11 ,000 10,406 594 
Telephone 1,500 1,500 1,279 221 
Supplies 6,000 6,000 5,769 231 I Equipment 1,500 - - -
Utilities 2,000 1,200 1,233 (33) 

Total public works 128,740 126,440 11 7,319 9, 121 I 
Development director: 

Salaries 73 ,970 73,970 52,346 21 ,624 I Fringe benefits 27,256 27,256 39,336 (12,080) 
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Exhibit E-1 , continued THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

I 
General Fund 

Statement of Revenues, Expenses, and Changes 
in Fund Balance - Budget and Actual, continued 

I 
Variance 

I 
Original Final Favorable 
Budget Budget Actual {Unfavorable) 

Expenditures, continued: 
Development director, continued: 

I Travel and per diem $ 10,000 6,000 3,725 2,275 
Telephone 4,000 1,500 905 595 
Postage 250 250 - 250 

I 
Suppl ies 4,500 2,500 1,380 1, 120 
Rent 8,903 8,903 8,903 
Total special assistant 128,879 120,379 106,595 13,784 

I Other: 
Local school contribution 1,150,000 1, 150,000 1, 150,000 
Student scholarship 20,000 20,000 14,280 5,720 

I Student travel 5,000 5,000 5,000 
PERS on-behalf expense - 113,761 (113 ,761) 
Utilities 25,000 25,000 336 24 ,664 

I 
Equ ipment 13,200 13,200 25,364 (12 , 164) 
Legal 175,000 175,000 115,332 59,668 
Insurance 150,000 125,000 135,082 (10,082) 
Bank fees 2,000 1,000 672 328 

I Contribution to Eastern Aleutians Tribe~ 150,000 150,000 150,000 
Revenue sharing - Nelson Lagoon 32,000 32,000 32,000 
Aleutia Crab 58,522 58,522 50,718 7,804 

I 
King Cove Access Project 15, 123 13,403 14,081 (678) 
Donations 23 ,500 33 ,750 33,750 
Web service 25,000 25,000 22,489 2,511 
Miscellaneous expense 126,000 165,000 140,801 24, 199 

I Total other 1,970,345 1,991 ,875 1,971 ,666 20,209 

Tota l expenditures 3,873, 181 3,894,426 3,908,486 (23,760) 

I Excess of revenues over expenditures 3,579,023 3,557,778 4,540 ,903 973,425 

I 
Other financing uses - Operating transfers: 

Debt service fund (1,597 ,433) (1,597,433) (2,602,051) 1,004 ,618 

Total other financing uses (1,597,433) {1 ,597,433) (2,602,051) 1,004,618 

I Excess of revenues over expenditures 
and other financing uses $ 1,981 ,590 1,960 ,345 1,938,852 1,978 ,043 

I Beginning fund balance 16,008,240 

Ending fund balance $ 17,947 ,092 
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Revenues: 

Federal revenue 
Investment income 

Total revenues 

Expenditures: 
Supplies 

THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Capital Improvements 

Statement of Revenues, Expenses, 
and Changes in Fund Deficit 

Year Ended June 30, 201 4 

Contributions to other governments 
Capital projects 
Other 

Total capital outlays 

Excess of expenditures over revenues 

Beginning fund deficit 

Ending fund deficit 

$ 

$ 

I 
Exhibit F-1 I 

I 
I 
I 

234,010 I 1,534 

235,544 

I 
194 

15,562 I 234,578 
101,012 

351,346 I 
(115,802) 

(546,608) I 
(662,410) I 

I 
I 
I 
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I 
I 
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Revenues: 
Investment income 
Other income 

Total revenues 

THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Trust Fund 

Statement of Revenues, Expenses, 
and Changes in Fund Balance 

Year Ended June 30, 2014 

Expenditures - Management fee 

Total expenditures 

Excess of revenues over expenditures 

Beginning fund balance 

Ending fund balance 
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$ 4,967,319 
2,942 

4,970,261 

38,792 

38,792 

4,931,469 

32,397,354 

$ 37,328,823 



Exhibit H-1 THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Debt Service 

Statement of Revenues, Expenses, 
and Changes in Fund Balance 

Revenues - Investment income 

Expenditures : 
Principle 
Interest 

Total expenditures 

Year Ended June 30, 2014 

Excess of expenditures over revenues 

Other financing sources 
Operating transfer from general fund 

Total other financing sources 

Excess of revenues and other 
financing source over expenditures 

Beginning fund balance 

Ending fund balance 

I 
I 
I 
I 
I 

$ -

I 
1,225,000 
1,377 ,051 

I 2,602 ,051 

(2,602,051) I 
2,602,051 I 2,602,051 

I 
75, 123 I 

$ 75, 123 

I 
I 
I 
I 
I 
I 
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Exhibit 1-1 

Revenues: 
Investment income 
Other 

Total revenues 

Expenditures - capita l outlays 

THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Bond Construction 

Statement of Revenues, Expenses, 
and Changes in Fund Balance 

Year Ended June 30, 2014 

Excess of revenues under expenditures 

Beginning fund balance 

Ending fund balance 
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$ 31 ,938 
65,803 

97,741 

2,359,809 

(2,262,068) 

6,488, 109 

$ 4,226,041 



THE ALEUTIANS EAST BOROUGH 
King Cove , Alaska 

Assets 
Receivables, school 
Due from other funds 

Liabilities and Fund Balance 
Liabilities : 

Accounts payable 

Total liabilities 

Fund balances: 
Committed - Construction 
Assigned - Designated 

for major maintenance 

Total fund balances 

Nonmajor Funds 

Combining Balance Sheet 

June 30, 2014 

Maintenance 
Reserve 

$ 33,821 
87,470 

$ 121,291 

$ 64,194 

64, 194 

57,097 

57 ,097 

$ 121 ,291 

King Cove 
Access Project 

280,770 

280,770 

280,770 

280,770 

280,770 

I 
Exhibit J-1 I 

Total 

33,821 
368,240 

402 ,061 

64,194 

64, 194 

280,770 

57 ,097 

337,867 

402 ,061 
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Exhibit J-2 THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

50 

Revenues : 
Other 

Total revenues 

Expenditures - Capital outlay: 
Salaries and benefits 
Contract labor 
Legal 
Supplies 
Capital projects 

Nonmajor Funds 

Statement of Revenues, Expenditures 
and Changes in Fund Balance 

Year Ended June 30, 2014 

Maintenance 
Reserve 

$ 33,820 

33,820 

33,821 
1,225 

133,689 
3,666 

215,198 

King Cove 
Access Project 

-
-
-
-
-

Total expenditures - Capital outlay 387,599 -

Excess of revenues under expenditures (353,779) -

Beginning fund balances 410,876 280,770 

Ending fund balances $ 57,097 280,770 

Total 

33,820 

33,820 

33,821 
1,225 

133,689 
3,666 

215,198 

387,599 

(353,779) 

691,646 

337,867 
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THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Schedule of Expenditures of Federal Awards 

Year Ended June 30, 2014 

Award CFDA 
Federal Grant Title Identification Number 

U.S. Department of Interior: 
Payment in lieu of taxes* Unknown 15.226 
Create A Resource Development Land Use Permitting 

(Pass through State of Alaska DCCED) 10-CIAP-012 15.668 
Nelson Lagoon Erosion 

(Pass through State of Alaska DCCED) 10-CIAP-0 13 15.668 

Total Department of the Interior 

Total federa l awards 

$ 

$ 

*Ind icates a major program for compliance audit purposes. 

Total 
Grant 
Award 

512,818 

255,050 

238,800 

1,006,668 

1,006,668 

This schedule was prepared on the accrual basis of accounting . 

I 
I 
I 
I 

Eligible 
Exp_enditures 

I 
512,818 

82 ,327 I 
151 ,683 

746 ,828 I 
746,828 
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NEWHOUSE & VoGLER 

Certified Public Accountants 

237 E. Fireweed Lane, Suite 200 
Anchorage, Alaska 99503 
(907) 258-7555 
(907) 258-7 582 Fax 

Report on Internal Control over Financial Reporting and on Compliance and Other Matters Based 
on an Audit of Financial Statements Performed in Accordance with Government Auditing Standards 

Independent Auditor's Report 

Honorable Mayor and Borough Assembly 
The Aleutians East Borough 
King Cove, Alaska 

Ladies and Gentlemen: 

We have audited, in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing 
Standards issued by the Comptroller General of the United States, the financial statements of the 
governmental activities, the business-type activities, the aggregate discretely presented component 
units, each major fund, and the aggregate remaining fund information of Aleutians East Borough as 
of and for the year ended June 30, 2014, and the related notes to the financial statements, which 
collectively comprise Aleutians East Borough's basic financial statements, and have issued our 
report thereon dated January 12, 2015. 

Internal Control over Financial Reporting 
In planning and performing our audit of the financial statements. we considered Aleutians East 
Borough's internal control over financial reporting (internal control) to determine the audit 
procedures that are appropriate in the circumstances for the purpose of expressing our opin ions on 
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of 
Aleutians East Borough's internal control. Accordingly, we do not express an opinion on the 
effectiveness of Aleutians East Borough's internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees in the normal course of performing their assigned functions, to prevent, 
or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a 
combination of deficiencies, in internal control , such that there is a reasonable possibility that a 
material misstatement of the entity's financial statements will not be prevented, or detected and 
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, 
in internal control that is less severe than a material weakness, yet important enough to merit 
attention by those charged with governance. 

Our consideration of internal control over financial reporting was for the limited purpose described in 
the first paragraph of this section and was not designed to identify all deficiencies in internal control 
over financial reporting that might be material weaknesses or significant deficiencies. Given these 
limitations, during our audit we did not identify any deficiencies in internal control over financial 
reporting that we consider to be material weaknesses . However, material weaknesses may exist 
that have not been identified. 
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Honorable Mayor and Borough Assembly 
The Aleutians East Borough 

Compliance and Other Matters 
As part of obtaining reasonable assurance about whether Aleutians East Borough's financial 
statements are free from material misstatement, we performed tests of its compliance with certain 
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could 
have a direct and material effect on the determination of financial statement amounts. However, 
providing an opinion on compliance with those provisions was not an objective of our audit and, 
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of 
noncompliance or other matters that are required to be reported under Government Auditing 
Standards. 

Purpose of this Report 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 
entity's internal control or on compliance. This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the entity's internal control and 
compliance. According ly, this communication is not suitable for any other purpose. 

Anchorage, Alaska 
January 12, 2015 

I .;/~ 
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NEWHOUSE & V OGLER 
Certified Public Accountants 

237 E. Fireweed Lane, Suite 200 
Anchorage, Alaska 99503 
(907) 258-7555 
(907) 258-7582 Fax 

Report on Compliance for Each Major Federal Program and Report on Internal Control over 
Compliance as Required by OMS Circular A-133 

Independent Auditor's Report 

Honorable Mayor and Borough Assembly 
The Aleutians East Borough 
Anchorage, Alaska 

Ladies and Gentlemen: 

Report on Compliance for Each Major Federal Program 
We have audited Aleutians East Borough's compliance with the types of compliance requirements 
described in the OMB Circular A-133 Compliance Supplement that could have a direct and material 
effect on each of the Aleutians East Borough's major federal programs for the year ended June 30, 
2014. The Aleutians East Borough's major federal programs are identified in the summary of 
auditor's results section of the accompanying schedule of findings and questioned costs. 

Management's Responsibility 
Management is responsible for compliance with the requirements of laws, regulations, contracts, 
and grants applicable to its federal programs. 

Auditor's Responsibility 
Our responsibility is to express an opinion on compliance for each of the Aleutians East Borough's 
major federal programs based on our audit of the type of compliance requirements referred to 
above. We conducted our audit of compliance in accordance with auditing standards generally 
accepted in the United States of America; the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States; and U.S. 
Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non­
Profit Organizations. Those standards and OMS Circular A-133 require that we plan and perform 
the audit to obtain reasonable assurance about whether noncompliance with the types of 
compliance requirements referred to above that could have a direct and material effect on a major 
federal program occurred. An audit includes examining, on a test basis, evidence about the 
Aleutians East Borough's compliance with those requirements and performing such other 
procedures as we considered necessary in the circumstances. 

We believe that our compliance audit provides a reasonable basis for our opinion. However, our 
audit does not provide a legal determination on the Aleutians East Borough's compliance. 

Opinion on each Major Federal Program 
In our opinion, the Aleutians East Borough complied, in all material respects, wi th the compliance 
requirements referred to above that could have a direct and material effect on its major federal 
program for the year ended June 30, 2014. 
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Honorable Mayor and Borough Assembly 
The Aleutians East Borough 

Report on Internal Control over Compliance 
Management of The Aleutians East Borough is responsible for establishing and maintaining 
effective internal control over compliance with the types of compliance referred to above. In 
planning and performing our audit of compliance, we considered The Aleutians East Borough's 
internal control over compliance with the types of requirements that could have a direct and material 
effect on each major federal program to determine the auditing procedures that are appropriate in 
the circumstances for the purpose of expressing an opinion on compliance for each major federal 
program and to test and report on internal control over compliance in accordance with OMB Circular 
A-133, but not for the purpose of expressing an opinion on the effectiveness of internal control over 
compliance. Accordingly, we do not express an opinion on the effectiveness of The Aleutians East 
Borough's internal control over compliance. 

A deficiency in internal control over compliance exists when the design or operation of a control 
over compliance does not allow management or employees, in the normal course of performing 
their assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance 
requirement of a federal program on a timely basis. A material weakness in internal control over 
compliance is a deficiency, or combination of deficiencies, in internal control over compliance , such 
that there is a reasonable possibility that material noncompliance with a type of compliance 
requirement of a federal program will not be prevented, or detected and corrected, on a timely 
basis. A significant deficiency in internal control over compliance is a deficiency, or a combination of 
deficiencies, in internal control over compliance with a type of compliance requirement of a federal 
program that is less severe than a material weakness in internal control over compliance, yet 
important enough to merit attention by those charged with governance. 

Our consideration of internal control over compliance was for the limited purpose described in the 
first paragraph of this section and was not designed to identify all deficiencies in internal control 
over compliance that might be material weaknesses or significant deficiencies. We did not identify 
any deficiencies in internal control over compliance that we consider to be material weaknesses. 
However, material weaknesses may exist that have not been identified. 

The purpose of this report on internal control over compliance is solely to describe the scope of our 
testing of internal control over compliance and the results of that testing based on the requirements 
of OMB Circular A-133. Accordingly, this report is not suitable for any other purpose. 

Anchorage, Alaska 
January 12, 2015 
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FINANCIAL STATEMENTS 

THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Summary of Auditor's Results and 
Schedule of Findings and Questioned Costs 

Year Ended June 30, 2014 

Type of auditor report issued: 

Material weakness in internal control over financial reporting identified? 

Significant deficiencies not considered a material weakness identified? 

Noncompliance related to the financial statements identified? 

FEDERAL AWARDS 

Type of auditor report issued on compliance over major programs: 

Material weakness in internal control over major programs identified? 

Significant deficiencies not considered a material weakness identified? 

Audit findings that are required to be reported in accordance with OMB 
Circular A-133, Section 51 O(a)? 

IDENTIFICATION OF MAJOR PROGRAMS 

CFDA Number(s) 

15.226 

Name of Federal Program or Cluster of Programs 

DOI- PILT 

Unmodified 

Yes _X_ No 

Yes _x_ No 

Yes _X_ No 

Unmodified 

Yes _x_ No 

Yes _x_ No 

Yes _x_ No 

Dollar threshold used to distinguish between Type A and Type B programs: $ 300,000 

No Qualified as low-risk auditee? _x_ Yes 

FINDINGS RELATED TO THE FINANCIAL STATEMENTS 

The Aleutians East Borough did not have any findings that relate to the financial statements that are 
required to be reported in accordance with GAGAS. 

FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS 

The Aleutians East Borough did not have any findings or questioned costs related to federal awards 
for the year ended June 30, 2014. 
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THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Summary of Prior Audit Findings 

Year Ended June 30, 2014 

There are no prior find ings or questioned costs . 
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THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Schedule of Expenditures of State Awards 

Year Ended June 30, 2014 

Total 
Award Grant 

Grant Title Identification Period Award 

Department of Community and 
Regional Affairs: 

Fish landing tax supplement• Unknown 7/01 /13 - 6/30114 $ 214,469 
Fish landing tax Unknown 7/01/13 - 6/30/14 58 ,538 

Total Department of Community 
and Regional Affairs 273,007 

Department of Commerce, Community 

and Economic Development: 

Revenue sharing• Unknown 7/01/13 - 6/30/14 407 ,630 

Department of Revenue -
Raw fish tax• Unknown 7/01/13 - 6/30/14 1,869,127 

Department of Education -
Debt retirement• Unknown 7/01/13 - 6/30/14 1, 125,149 

Department of Administration: 

Pers on-behalf* Unknown 7101 /13 - 6/30/14 113,761 

Total State financial assistance $ 3,788,674 

*Indicates a major program. 

This schedule was prepared on the accrual basis of accounting . 

State 
Share of 

Ex,eenditures 

214,469 
58,538 

273,007 

407,630 

1,869,127 

1,125,149 

113,761 

3,788,674 
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NEWHOUSE & VOGLER 
Certified Public Accountants 

237 E. Fireweed Lane, Suite 200 
Anchorage, Alaska 99503 
(907) 258-7555 
(907) 258-7582 Fax 

Independent Auditor's Report on Compliance for Each Major State Program and Report on Internal 
Control over Compliance Required by the State of Alaska Audit Guide and Compliance Supplement 
for State Single Audits 

Honorable Mayor and Borough Assembly 
The Aleutians East Borough 
King Cove, Alaska 

Ladies and Gentlemen: 

Report on Compliance for Each Major State Program 
We have audited Aleutians East Borough's compliance with the types of compliance requirements 
described in the State of Alaska Audit Guide and Compliance Supplement for State Single Audits 
that could have a direct and material effect on each of Aleutians East Borough 's major state 
programs for the year ended June 30, 2014. Aleutians East Borough's major state programs are 
identified in the accompanying schedule of state financial assistance. 

Management's Respons ibility 
Management is responsible for compliance with the requ irements of laws, regulat ions , contracts , 
and grants applicable to its state programs. 

Auditor's Responsibility 
Our responsibility is to express an opinion on compliance for each of Aleutians East Borough's 
major state programs based on our audit of the types of compliance requirements referred to 
above. 

We conducted our audit of compliance in accordance with auditing standards generally accepted in 
the United States of America ; the standards applicable to financia l audits contained in Government 
Auditing Standards, issued by the Comptroller General of the Unite States; and the State of Alaska 
Audit Guide and Compliance Supplement for State Single Audits. Those standards and the State of 
Alaska Audit Guide and Compliance Supplement for State Single Audits require that we plan and 
perform the audit to obtain reasonable assurance about whether noncompliance with the types of 
compliance requirements referred to above that could have a direct and material effect on a major 
state program occurred . An audit includes examining , on a test basis , evidence about Aleutians 
East Borough 's compliance with those requirements and performing such other procedures as we 
considered necessary in the circumstances. 

We believe that our audit provides a reasonable basis for our opinion on compliance for each major 
state program. However our audit does not provide a legal determination of Aleutians East 
Borough 's compliance . 

Opinion on Each Major State Program 
In our opinion , Aleutians East Borough complied, in all material respects , with the types of 
compliance requirements referred to above that could have a direct and material effect on each of 
its major state prog rams for the year ended June 30, 2014. 

59 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Honorable Mayor and Borough Assembly 
The Aleutians East Borough 

Report on Internal Control over Compliance 
Management of Aleutians East Borough is responsible for establishing and maintaining effective 
internal control over compliance with the types of compliance requirements referred to above. In 
planning and performing our audit of compliance, we considered Aleutians East Borough 's internal 
control over compl iance with the types of requ irements that could have a direct and material effect 
on each major state program to determine the auditing procedures that are appropriate in the 
circumstances for the purpose of expressing an opinion on compliance for each major state 
program and to test and report on internal control over compliance in accordance with the State of 
Alaska Audit Guide and Compliance Supplement for State Single Audits, but not for the purpose of 
expressing an opinion on the effectiveness of internal control over compliance. Accordingly , we do 
not express an opinion on the effectiveness of Aleutians East Borough's internal control over 
compliance. 

A deficiency in internal control over compliance exists when the design or operation of a control 
over compliance does not allow management or employees, in the normal course of performing 
their assigned functions, to prevent , or detect and correct, noncompliance with a type of compliance 
requirement of a state program on a timely basis. A material weakness in internal control over 
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such 
that there is a reasonable possibility that material noncompliance with a type of compliance 
requirement of a state program will not be prevented , or detected and corrected , on a timely basis. 
A significant deficiency in internal control over compliance is a deficiency , or a combinat ion of 
deficiencies, in internal control over compliance with a type of compliance requirement of a state 
program that is less severe than a material weakness in internal control over compliance, yet 
important enough to merit attention by those charged with governance. 

Our consideration of internal control over compliance was for the limited purpose described in the 
first paragraph of this section and was not designed to identify all deficiencies in internal control 
over compliance that might be material weaknesses or significant deficiencies. We did not identify 
any deficiencies in internal control over compliance that we consider to be material weaknesses. 
However, material weaknesses may exist that have not been identified. 

The purpose of this report on internal control over compliance is solely to describe the scope of our 
testing of internal control over compliance and the results of that testing based on the requirements 
of the State of Alaska Audit Guide and Compliance Supplement for State Single Audits. 
Accordingly , this report is not suitable for any other purpose. 

Anchorage , Alaska 
~Lrl~ 

January 12, 2015 

60 



THE ALEUTIANS EASTBOROUGH 
King Cove , Alaska 

Summary of Auditor's Results and 
Schedule of Findings and Questioned Costs 

Year Ended June 30, 2014 

FINANCIAL STATEMENTS 

Type of auditor report issued: 
Internal Control over financial reporting : 

Material weakness (es) identified? 

Significant deficiency (ies) identified? 

Noncompliance material to financial statements? 

STATE FINANCIAL ASSISTANCE 

Type of auditor report issued on compliance for major programs: 
Internal control over major programs: 

Material weakness (es) identified? 

Significant deficiency (ies) identified? 

Dollar threshold used to distinguish a state major program: 

FINDINGS RELATED TO THE FINANCIAL STATEMENTS 

Unmodified 

Yes _x_ No 

Yes ___x_ No 

Yes _X_ No 

Unmodified 

Yes _X_ No 

Yes _X_ No 

$ 75,000 

The Aleutians East Borough did not have any findings that relate to the financial statements that are 
required to be reported in accordance with GAGAS. 

FINDINGS AND QUESTIONED COSTS FOR STATE AWARDS 

The Aleutians East Borough did not have any findings or questioned costs related to state awards 
for the year ended June 30, 2014. 
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THE ALEUTIANS EAST BOROUGH 
King Cove, Alaska 

Summary of Prior Audit Findings 

Year Ended June 30, 2014 

There were no prior audit findings . 
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